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Packaged unit substations 
mean packaged expansio 


itable a’ 
LOAD GROWTH demands more flexibility in electric utility sys- enterD 
tems today than ever before. Using factory-built unit substations, pi 
you can add needed capacity to your system easily and in pre- 
determined blocks—by simply adding individual feeders to existing 
substations or duplicates of units already serving your load. This 
flexibility permits you to tie specific investment to specific load 


growth. General Electric Co, Schenectady 5, New York. 512-26 
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Lic UTILITIES FoRTNIGHTLY . . stands 
federal and state regulation of both 
ately owned and operated utilities and 
licly owned and operated utilities, on a 
and nondiscriminatory basis; for non- 
riminatory administration of laws; for 
itable and nondiscriminatory taxation; 
, in general—for the perpetuation of the 
P enterprise system. It is an open forum 
the free expression of opinion concern- 
public utility regulation and allied 
cs. 1: is supported by subscription and 
ertising revenue; it is not the mouthpiece 
pny group or faction; it is not under the 
orial supervision of, nor does it bear the 
lorsenent of, any organization or associa- 
The editors do not assume responsi- 
ior the opinions expressed by its 


iptions: Address correspondence to Pusiic 

ForTNIGHTLY, circulation department, 

sylvania Building, Washington 4, D. C. 
month for change of address. 


Ble copies $1.00. Annual subscription price 
issics a year): United States and posses- 
» $15.00; Pan American countries, $15.00: 
ada, $16.00; all other countries, $17.50. 


Ted 25 second-class matter April 29, 1915, 
er the Act of March 3, 1879, at the Post Office 
Baltimore, Md., December 31, 1936. Copy- 
ted, 1959. by Public Utilities Reports, Inc. 
hted in U. S, A. 
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These words best describe the REMINGTON RAND® Sectional Customer Ser 
Counter ... designed for combination Public Utility cashiering-bookkeep 


It offers custom-made beauty andefficiency withoutcustom- of these important records speeds reference and po 
made limitations, but at a mass-production price ! ... makes possible faster service to customers... 


: , , saves time and money. 
Rapid, face-to-face customer service . .. ideal counter 7 


height, and a continuous parcel shelf for resting packages Certified, insulated pedestal units provide 24-hour “Pi 
or bundles are provided. The working area side iscompact of-Use” protection for vital records against loss by 
without being crowded. Customer Service and History ...uninsulated pedestal units are available for re 
Records are within arm’s reach to the rear in insulated which can readily be duplicated. For large offices two or 
Safe KARDEX® visible record cabinets. Visible control counters may be joined together. 


Remington. Fran 
DIVISION OF SPERRY RAND CORPORATION 
Room 2004, 315 Park Avenue South, N.Y.!) 


Kindly send full particulars on the new Se: 
tional Customer Service Counters showil 
the wide range of units for cashiering-boo 


i For added convenience % 
. keeping. 


of customers, drive-in 
cashiering is handled by 
the same clerk who 
services other callers. 
An almost unlimited va- 
riety of accessory filing 
units, each designed for 
a specific purpose, may 
be used with the Cus- 
tomer Service Counter. 
Other essential files are 
within:easy reach.i.with 
plenty of desk space for 
@ffice machines and work 
papers. 
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: ye ee 
UNITED UTILITIES SYSTEM | 


Map showing general areos of operations of United 
Utilities subsidiaries. Symbols represent number ond 
epproximote location, only, of communities served. 
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with the Coclitors 


MN of the feature articles and much of 
the departmental material in this is- 
sue have been planned by the editors so 
as to be of special interest to the telephone 
industry. The actual release date of the 
issue has also been planned so as to coin- 
cide with the annual national convention 
of the United States Independent Tele- 
phone Association in Chicago, October 
11th to 14th. This will be the 62nd annual 
meeting of the independent group, and 
we salute them on their long succession 
of meetings devoted and dedicated to the 
welfare of the national independent tele- 
phone industry. 


As of this writing the-first vice presi- 
dent of USITA happens to be the author 
of our opening article, which tells us some- 
thing about the relationship between the 
future of the independent telephone indus- 
try and its national association. And if the 
custom of a number of years is followed, 
it is reasonable to expect that shortly after 
this issue is in print Foster B. MCHENRY 
will be the president of the group by vir- 
tue of election at Chicago. 


Mr. McHenry is president of the Capi- 
tal City Telephone Company of Jefferson 
City, Missouri, which was founded by his 
own father, the late Houck McHenry, in 


FOSTER B. MCHENRY 


WILLIAM R. REISS 


1900. Our author was born in Jefferson 
City and graduated from the high school 
there. He took an AB degree (’14) from 
William Jewell College at Liberty, Mis- 
souri, and did some postgraduate work at 
Missouri University in business and pub- 
lic administration. During World War I 
he served with an infantry division and re- 
ceived a Purple Heart as a result of com- 
bat wounds at St. Mihiel. He has been 
active in the affairs of the American 
Legion, Masonic Lodge, Kiwanis, Tele- 
phone Pioneers, as well as the state and 
national telephone independent associa- 
tions. 
‘s. @ *& 


 ipmeerans R. REIss, administrator, new 

product planning of the American 
Telephone and Telegraph Company, 
whose article on developing markets for 
telephone service begins on page 676, is a 
native of New Jersey and a graduate of 
Rutgers University (’43) with a BS in 
business administration. He joined the 
Bell system as a student engineer with 
New Jersey Bell in 1945 following World 
War II service in Europe as a bomber 
pilot. After becoming commercial staff 
supervisor, he was transferred to the 
American Telephone and Telegraph Com- 
pany in 1954 as a statistician in its market 
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‘every year... 


Each year the approximately 6,000 independent 
telephone companies give greatly improved 
telephone service to a constantly growing 
number of people. 

Since 1953 Kidder, Peabody & Co. and its 
corporate affiliate, Kidder, Peabody & Co., 
Incorporated, have helped provide capital in 
amounts ranging from $250,000 to $21,400,000 
for independent telephone companies through 
the underwriting and sale of 66 new security 
Issues, 

It is our function to plan and execute sound 
financial programs for each individual company 
on the most favorable terms. To accomplish 
this objective, we maintain an experienced, 
highly trained research staff. We also maintain 
an active over-the-counter Trading Depart- 
ment which has a close day-to-day familiarity 


with new business and economic developments 
as well as the latest market trends. 

With 25 modern offices coast-to-coast, our 
firm has the distribution facilities, the under- 
writing contacts, the resources and the experi- 
ence to provide complete professional assistance 
to independent telephone companies seeking 
new capital for expansion or modernization. 

We invite your inquiries. 


KIDDER, PEABODY & CO. 


FOUNDED 1865 


Members New York, American, Boston, 
Philadelphia-Baltimore, Midwest and 
Pacific Coast Stock Exchanges 


17 Watt STREET New York 5,N. Y. 


PHILADELPHIA CHICAGO 
San FRANCISCO 


Boston 
Los ANGELES 





PAGES WITH THE EDITORS (Continued) 


and opinion’research section. He reached 
his present position in July, 1959. 


es SS 


W: know that both independent and 
Bell telephone people will be inter- 
ested in the article on the telephone house- 
hold (beginning on page 681) by Epwarp 
A. MacNEAL, research director of O. E. 
McIntyre Incorporated. This article is 
really a profile of the telephone household, 
based on census figures and other authori- 
tative sources, and it tells us what kind of 
fellow the telephone subscriber is, the size 
of his family, the kind of house he lives in, 
and even the size of his income. Thi: 
profile of the telephone household emerges 
in the form of a breakdown of characteris- 
tics, according to classes, in terms of size, 
income, location, etc. 


ERoy J. Ryan, whose article on the 
work being done by voluntary medical 
engineers, mainly from the telephone in- 
dustry (see page 686), is president of 
SAVE, which stands for Service Activi- 
ties of Volunteer Engineers. But that 
is simply a wonderful avocation. Mr. 
Ryan’s career job is in the engineering 
department of the Illinois Bell Telephone 
Company in Chicago. He is a native Chi- 
cagoan, who started with Illinois Bell as 
an installer in 1930 and received his BS 
degree from Northwestern University, 
College of Engineering, in 1943. He has 
also done graduate work in electronics at 
DePaul University and Bell Laboratories. 
He is a member of the American Institute 
of Electrical Engineers, and for a number 
of years was with the Western Electric 
Company, developing the famous crossbar 
switching equipment. 


— months ago, in Geneva, Switzer- 
land, the International Telecommuni- 
cations Union gathered for a conference, 
the agenda of which included the regula- 
tion of communications in the light of re- 
cent developments in the conquest of space. 
Francis X. WEtcH, editor of Pusiic 
UTILITIES FoRTNIGHTLY, has gathered re- 
ports about this meeting, still going on at 
the Swiss city, and endeavors to tell us 


8 


LEROY J. RYAN 


what this means in terms of everyday tele 
phone and telegraph utility business. Spac: 
communications already have become an 
important and serious problem for the 
communication industries, as evidenced by 
the utilization of satellites and the moon 
for radio relay and the work being done 
in the tracking of missiles to outer space 


* OK * *K 


} ibe motel in America is little more 
than twenty-five years old, from the 
standpoint of popular acceptance and gen- 
eral use. But it is a peculiarly American 
institution. In no other country has the 
union between the inn-keeping tradition 
and private automobile travel via the high- 
ways brought about a comparable arrange- 
ment. It differs from the downtown mod- 
ern hotel, and of course provides a more 
extensive service to the automobile tourist 
than the low-cost pensions and hostels fre- 
quented by students and hikers and cyclists 
in Europe. Naturally, such a characteristic 
development has brought forth in its wake 
special service problems, including the 
problem of telephone service. Beginning 
on page 697 JoHN MApPELBECK, free- 
lance writer of Washington, D. C., has 
given us a report on this particular angle 
of recent origin. 


THE next number of this magazine will 
be out November 5th. 


£, Cite: 
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This company is the largest Independent telephone com- 
y in Nebraska, operating about one-fourth of the telephones 
the state. It serves 126 exchanges (105 dial, 21 manual) in the 
theast 22 counties of the state, an area of rich farmlands and 
panding irrigation and industry. 


An atomic energy power plant being built near Lincoln will 
ract a movement of industry and population to this area. 
eral proposed missile bases and the Lincoln Air Force Base 
ar here will require vast amounts of communication facilities. 


Here is the record of progress since 1956: 18 exchanges con- 
ited to dial operation—2 new dial exchanges established—six 
ajor buildings constructed—new nine story general office and 
huipment building at Lincoln nearing completion—direct dis- 
nce dialing for 25 exchanges—microwave radio message serv- 

between 24 exchanges—mechanized billing through data pro- 
sing equipment. The company has direct connection with 
lenational toll dialing and transcontinental radio relay systems. 


Target date is 1964 for 100% dial operation with direct dis- 
hice dialing. This involves construction of 10 major buildings 
d expansion of microwave, distribution, central office and 
her f: cilities. 


E: vnings per share increased from $1.90 to $2.53 the first 
ven! onths this year. This reflects in part a rate increase of 
ist Fe sruary and results of growth, new methods of efficiency 
nd ac ive merchandising. Now in its 55th year, LT & T has 
ouble . its investment in the last eight years to keep ahead of 
rvice lemands. A $50 million company, it is equipped to pro- 
ide m dern communication service to meet any customer need. 
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Houghton Furr, Secretary and Treasurer 


K. L. Lawson, General Commercial Superintendent 
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THE FORTHCOMING QUODDY REPORT 


During the early days of the first New Deal, the idea of developing tidal power pro 
duction at Passamaquoddy Bay was given serious consideration as a public works proj 
ect to relieve unemployment. But after several million dollars worth of rock had beer 
dumped into the Bay of Fundy it was decided that the cost of such power, as com- 
pared with the demand and probable market at the power site, would not make the 
government's investment practical. Now, more than two decades later, with increas 
ing power demands and decreasing hydroelectric sites elsewhere, Quoddy is once 
more beginning to receive serious consideration. Dr. Lincoln Smith of New York Uni- 
versity tells us about the report of the International Joint Commission which is being 
awaited by the citizens of the state of Maine and the Province of New Brunswick, as 
well as by the taxpayers at large. 


AREA DEVELOPMENT BY UTILITIES — NEW YORK, MISSISSIPPI, 
MISSOURI, TEXAS, AND WISCONSIN 


In this article by C. E. Wright, former industrial magazine editor and free-lance writer 
of Jacksonville, Florida, actual programs for community betterment and area develop- 
ment being followed by public utility companies in New York, Mississippi, Missouri, 
Texas, and Wisconsin have been analyzed and reported. This is the second in a series 
of articles Mr. Wright is doing on the subject of area development by public utility 
companies. Particular utility company programs reviewed include Niagara Mohawk 








Power Corporation, Gulf States Utilities Company of Beaumont, Texas, Mississippi The 
Power & Light Company, Union Electric Company of St. Louis, and Wisconsin Power Lm: 
& Light Company. - 
com 
THE OUTLOOK FOR BONNEVILLE POWER LEGISLATION 
or 
In the September 24th issue of PUBLIC UTILITIES FORTNIGHTLY there was pub- 
lished an article by the editor of this magazine, dealing with legislation now pending mesa 
in Congress designed to amend the present Bonneville Power Administration Act. This op 
would utilize a federal corporation with authority to finance its own operations, similar - 
to the Tennessee Valley Authority, and the discussion in that article turned mainly on 
the general progress of public ownership in the field of power via the federal cor- 
poration. In this article by Edward R. Lucas, Washington state newspaperman, local Day tt 
reaction to the so-called Neuberger Bill is appraised, and the author takes us a step 
farther into the realm of speculation as to what the chances of enactment might be our be 


from the standpoint of popular support in the region affected. 





* 





Als O ... Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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HE BEST METHOD OF MAINTAINING 


TO-DATE BILLING ANALYSES 7h. 


The “One-step” Method delivers monthly reports in presenting rate cases — public service commissions 


a matter of days instead of weeks. Rate engineers readily recognize and accept analyses supported by 
using this service know its value in checking and R & S “One Step” reports. 

comparing seasonal consumption, and in planning 

for the future. Also, in the event of a pending rate There are other provable reasons why you should 
case, the monthly reports make it a simple matter investigate the “One Step” Method—all the work is 
0 prepare supplemental data when the case is called done in our office—figures are produced faster and 


or hearing. The service has still another value in more economically than by other methods. 


You inquiry is invited. We would like to send you 
our booklet describing the ‘‘One Step’’ Method 
— write Dept. U-2 (no obligation) 


CRDING & STATISTICAL 


CORPORATION 








Sixth Avenue - New York 13, N. Y. This exclusive R &S service is made possible by this 
machine of our invention. 









“There never was in the world two opinions alike.” 
—MonTAIGNE 


Weshinatonh 


% 
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GEORGE C. S. BENSON “Any national grant is a camel’s nose in education 
President, Claremont tent. Both history and folklore suggest that the cam.’ 
Men’s College. will eventually take over.” 


¥ 


Excerpt from Advertisement, “The standard of a nation’s living has never bee 
Republic Steel Corporation. raised by high taxation. It is raised by increasing prc - 
ductivity—a management contribution to society.” 





¥ 


VISCOUNTESS ASTOR “T advise Tories [conservatives] to vote Tory. Si 
cialism won’t work unless you love your neighbors. | 
find that so many people don’t love their neighbors.” 


¥ 


PUBLIC 
n~nrnrmeaeasrseart & 


RAYMOND MOLEY “The liberals are still the captives of a depression 
Columnist. psychology. They are the true reactionaries. They re 
coil from the new and also eternal truth that economic 
forces are created by public confidence and _ private 

spending.” 


¥ 


CrAWFoRD H. GREENEWALT “T take no occasion to quarrel with government in 
President, E. I. duPont de performing its appointed tasks. But I do take issue, not 
Nemours & Company. for the present but for the future, with those patterns 
of thought which seem determined to abandon the ver) 
drive which has placed us on the road to great accon 
plishment.” 


¥ 


GEORGE W. Davis “There is no use talking to American youth about in 
Chairman of the board, vesting in this country unless we first talk to their par 
Pacific Stock Exchange. ents about keeping the dollar sound. [There can be no 

creation of new jobs unless more people invest sa\ 
ings], the spark plug of the capitalistic system. Only 
one-third of the $175 billion put into U. S. industrial 
plants and equipment in the last five years was plowed 
back from business profits. The rest came from savings 
in various forms.” 


Py 


FREDERICK R. KAPPEL “Our function in the Bell system is not to produce 
President, American Telephone goods, but to render public service. Our every effort is 
and Telegraph Company. to do this as efficiently as we can, and to furnish service 
that will be just as dependable, pleasing, and satisfying 
to the public as we can make it . . . no less than ary 
other private enterprise, we need to generate servicc- 
minded, sales-minded, and profit-minded attitudes in 
employees. We need to infuse among all Bell systei 
people a keen desire and determination to give the very 
best in service ; and to help bring about this kind of a - 
titude, we need to do the most we can to broaden the'r 
understanding of all the factors that will aid the o:- 
ganization to reach its service goals.” 


elephone Company 


entra 
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Gas Tempering: Report No. 2 
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B&W Cyclone Furnace Universal Pressure Boiler. 
Coal is the primary fuel with oil as an auxiliary fuel. 


as Tempering 
el Economies 


...Lets You Burn 
The Most Economical Fuel Available— 
Coal, Oil or Gas 


empering—is the reintroduction of cool flue 
near the furnace outlet to control the tempera- 
f the gases entering the convection surface. 
e practical means to help you burn the most 
mical, most easily available fuel. 


empering enables you to burn a variety of 
without slagging. 


imizes external corrosion of superheater tubes. 
uces metal temperature, cuts need for high 
» prolongs tube life, regardless of the fuel 


ect, gas tempering allows you to adjust the size 


of your furnace to meet the characteristics of the 
fuel. This is done by varying the amount of tem- 
pering to chill the furnace exit gases to a tempera- 
ture known to be satisfactory for the fuel burned. 
The gases are cooled but the total heat available to 
the superheater remains the same. 


That’s Why with Gas Tempering, you no longer 
need to pass up attractively-priced fuels. 


Definitive Booklet: If you’d like to learn more about 
the economies and design flexibility available to 
you through Gas Tempering, write for Bulletin 
G-96. Address: The Babcock & Wilcox Company, 
Boiler Division, Barberton, Ohio. 





Major Advantages of B&W Gas Tempering 


. - Ie cuts overall plant costs because the 
smaller size unit requires a smaller building 
ger kw, a lighter foundation, less structural 
iteel and shorter steam leads. 

. . . It enables you to utilize the most econom- 
ical available fuels. It permits the burning of 
a variety of coals without slagging, minimizes 
external corrosion of superheater tubes, and as- 
sures safe metal temperature, thus prolonging 


~\ 


tube life, regardless of the fuel fired. 

. . . It provides safe superheater tube tempera- 

ture by positive gas temperature control; it pro- 

tects superheater during startup and under all 
operating conditions. 

. . . It makes it safer to design for economies 
offered by operation at steam temperatures of 

1050 F and above. 








THE BABCOCK & WILCOX COMPANY 





BOILER DIVISION 
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Throughout its service territory—in Ohio, 
Pennsylvania, West Virginia, Kentucky, 
Virginia, Maryland and southern New 
York — natural gas continues to be the 
preferred fuel for home and industry. 


g 
serves a very special 
i 





Oreyhobeeteye-! er 






part of Amerida 


Ry 





I PROUT ig PR te 


t of 
‘POpulation_ 


THE COLUMB 


COLUMBIA GAS SYSTEM SERV'CE CORP 
COLUMBIA HYDROCARBON CORPO 
120 EAST 41st STREET, NEW YORK! 


CHARLESTON GROUP: UNITED FUEL GAS COMPANY, 1700 Mac(l 
AVENUE, S.E., CHARLESTON, WEST VIRGINIA. COLUMBUS GROUP: 
OHIO FUEL GAS COMPANY, 99 NORTH FRONT ST., COLUM8US 15! 
PITTSBURGH GROUP: THE MANUFACTURERS LIGHT AND HEAT 
PANY, 800 UNION TRUST BLDG., PITTSBURGH 19, PA. 











roblem Solving 


e consultant’s job is to help solve the 


ia usua. problem, often the one you could 


dle yourself, if you just had the time. 


If you have a specific problem you would 
e to discuss with the appropriate specialist 
our 750-man staff, we would welcome the 
portinity to talk with you. 


ec of our specialized consulting areas 


Accounting 

Advertising 

Consulting and Design Engineering 
Depreciation 

Economic Feasibility Studies 
Electronic Data Processing 

Financing 

Gas Supply Problems 

General Management 

Industrial Relations 

Insurance 

Public and Stockholder Relations 
Purchasing, Expediting and Inspection 
Rates and Other Regulatory Matters 


Utility Operations 


ommonwealth 


ERVICES INC.—ASSOCIATES INC. 


Meragement and Business Consultants 
Consulting and Design Engineers 


— OFFICES — 


RK 22, N.Y. JACKSON, MICHIGAN 
ark Ave. 209 E. Washington Ave. 
ay Hill 8-1800 STate 4-6111 


ON 2, TEXAS WASHINGTON 6, D.C. 


- \. Building 1612 K Street, N.W. 
Apita! 2-9171 STerling 3-3363 





Chornhill 
Publishing 
Company 


A Division of Western Utilities Corporation 


TELEPHONE 
DIRECTORY 
PUBLISHING 


Selling — Printing — Engraving 
Production — Distribution — Collecting 
Counsel for Advertisers 


OUR 12TH YEAR 


OFFICES: 


San Francisco, Calif. 
Everett, Wash. 
Dallas, Texas 
Monrovia, Calif. 

Call any of our offices 


for a free estimate on your directory 
potential today—no obligation! 

















FAST AND EASY FILING 
OF MAPS, BLUEPRINTS... 


. . . drawings, logs, and 





other large sheets is eas- 
ily and efficiently handled 
with the Dancer “Stikfile”’ 
binder. The entire “Stik- 
file” System is particularly 
designed for convenient 
industrial binding and 


vertical filing. 





The “Stikfile” principle of binding utilizes a metal channel 
with a hardwood dowel forming a removable core. This core 
adjusts up or down in order to accommodate a varying number 
of sheets, wedging sheets firmly between itself and channel 
when adjusting screws are tightened. 

The binders are available in 12 stock lengths with racks 
(one style illustrated above) and cabinets available in several 
models to accommodate the binders. 

Dancer “Stikfile” binders and cabinets are available through 
your local office equipment and blueprint supply dealer or the 
manufacturer. Write for full information. No obligation, of 
course. 


DANCER “STIKFILE” COMPANY 


P.O. Box 10221 . HOUSTON 18, TEXAS 








P laying a dynamic role in the economy 
of our nation, the investor-owned Utility 
Industry continues to expand its life- 
lines of service. Not only meeting the 
needs of today’s consumers, but prepar- 
ing also for an atomic age, Utilities are 
faced with enormous capital expansion 
requirements. 
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To assist in the many financial complexi- 
ties accompanying this growth, Irving 
specialists are ready with new and sound 
approaches. Our Analytical Studies, 
Seminars, and Round Tables, may bring 
added vitality to your capital planning, 
financing, or cultivation of the financial 
community. 


For more information, call Public Utilities Department at DIgby 43500 
or write us at One Wall Street 


IRVING TRUST COMPANY 


One Wall Street, New York 15, N.Y. 


Capital Funds over $135,000,000 
Ricuarp H. West, Chairman of the Board 





MEMBER 


Public Utilities Department—Joun F. Cuitps, Vice President in Charge 


FEDERAL DEPOSIT INSURANCE CORPORATION 


Total Assets over $1,600,000,000 
Grorce A. Murpny, President 
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E. W. BROWN GENERATING STATION KENTUCKY UTILITIES COMPANY 100,000 kw—1 Unit 


Power in 
Kentucky... 


10,000 square miles of Kentucky, including the magnificent 
Blue Grass region, is served by Kentucky Utilities Company. 
FULL COLOR BROCHURE out- 
Among its many commercial activities are lining the scope of Sargent & Lundy 
= ; , are services will be sent on request. 
Thoroughbred breeding and racing, burley tobacco, distilling, 
extensive coal mining, and cattle raising. New industry 
is extensive and thriving. Kentucky Utilities Company 
is meeting an ever increasing need for power not only with 
the E. W. Brown facility, but also with a 100,000 kw unit SARGENT & LUNDY 
placed in operation in mid 1959 at the company’s ENGINEERS 
on River Power Station. These developments bring into sharp 


focus the company's motto “Helping Kentucky Grow.” 
140 SOUTH DEARBORN STREET, CHICAGO 3, ILLINOIS 








THE U.S. TREASURY SALUTES 
THE COMMUNICATIONS INDUSTRY 























--and its people who buy Savings Bonds and strengthen America’s Peace Po 


The hundreds of thousands of Americans who earn their liv- eer - LET 
ing at work with the telephone and telegraph industries are ' ' be 
proud of the scope and skills of their service in local and “ | 
worldwide communication. They're proud, too, of the vast and 
varied help their industry is giving to our national security. 
Thousands of these telephone and telegraph people have a 
personal hand in building up America’s Peace Power, too. iat ; ‘s  Ch-mic 
They do this by purchasing U.S. Savings Bonds. Their regu- cash — cube 
lar purchase of Shares in America helps these patriotic people : ; eads ‘o 0 
to reinforce their own security after retirement and to estab- ; 
lish current reserves for such sound family projects as new the: 
homes and higher education. col Ie 
It may be that your company has not recently shown your a Mfect of : 
employees the advantages of buying bonds on the Payroll ’ giles: a Miitests 2 
Savings Plan. If so, why not conduct a person-to-person can- led | ch 
vass now? Contact your State Savings Bond Director for tile no many thevennils wt Wile flow evaiieinen in tied edve yl 
Payroll Savings promotion materials and personal assistance. these young employees ere making regular ose of turer @C* OF 
Or write to the Savings Bond Division, U.S. Treasury Depart- Payroll Savings Plan to contribute to America’s Peace Powe: me Pen fa 
ment, Washington 25, D. C. he ye irs 


Public Utilities Fortnightly , 


THE U.S. GOVERNMENT DOES NOT PAY FOR THIS ADVERTISEMENT. THE TREASURY DEPARTMENT THANKS, FOR THEIR PATRIOTISM, THE ADVERTISING COUNCIL AND THE DONO 
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LIED CHEMICALS HOTLINE ENAMEL—LOW-COST, 


a 


MAS ING PROTECTION FOR HOT POWER LINES 


. Ch mical’s Hotline Enamel provides oil-o-static Provides improved protection under these conditions: 
2 Meith ut a rugged outer coating. It prevents corrosion 4, Qn pipe type cables or “oil-o-static lines” subject to 
geeads ‘o oil leaks—a vital power line factor. internal electrical heat. (Up to 180° F. down to -10°F.) 

} bd or ‘he-job—-Allied Chemical Job-Matched Hotline 2+ Warm, swampy areas or other places where excessive 


el’s rotective coating shields against the damaging soil stress is encountered. 
s of < il stress, internal electrical heat, and the corro- 3- Areas where backfill and trenches are rough, rocky or 


fect of water and soil chemicals. Proved in labora- Contain foreign objects which penetrate softer coatings. 
tests -a one year immersion in salt water solution 4- Hot gas pipelines, on discharge side of compressor 


led ‘gh resistivity whereas all asphalt enamels stations where line isabove 120° F. 
ed vi. y low resistivity. Proved in company balance 5- Pipelines (such as heated fuel lines) where tempera- 


s—nc only is Allied Chemicals Hotline Enamel’s ini- tures are consistently high most of the time. 
Kpens:. far below asphalt mastic, it also repays itself Field Service Experts are at your call for technical assist- 
he ye .rs with worry-free protection. ance that can save you maintenance time and costs. 


{ 
} 
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PLASTICS AND COAL CHEMICALS DIVISION 
40 Rector Street, New York 6, N. Y. 


| 
| 
| 





Typical Users of 
Newport News Equipment 


PLANT 
Boone 
Buchanan 
Caonillas 
Chief Joseph 
Clark Hill 
Deer Lake 
Folsom 

Fort Patrick Henry 
Hiwassee 
Hoover 

J. H. Kerr 

Jim Woodruff 
Lower Salmon 
Norris 

Rock Creek 
Santee-Cooper 
C. J. Strike 
Whitney 
Wilson 


LOCATION 
Tennessee 
Texas 

Puerto Rico 
Washington 
South Carolina 
Newfoundland 
California 
Tennessee 
Tennessee 
Nevada 
Virginia 
Florida 

Idaho 
Tennessee 
California 
South Carolina 
Idaho 

Texas 
Alabama 


General view of dam at Grand Coulee, built by the Bureau 
of Reclamation, which utilizes 18 Newport News turbines, 
the most powerful ever built. Nine are 150,000 h.p. units, a 
the other nine are rated at 165,000 h.p. each. 


Turbines designed and built for the world’s largest 
development at Grand Coulee...and for other 
hydroelectric installations in America and various part 
of the world... bespeak the skill and facilities 
offered by Newport News. 


This trained organization has filled hydroelectric 
turbine contracts with an aggregate rated output 
of 7,000,000 horsepower. 


Other equipment designed and built by Newport New 
includes penstocks, pressure regulators, valves, pumps, 
gates and rack rakes. Upon request, a copy of ou: 
illustrated booklet entitled “WATER POWER 
EQUIPMENT?” will be sent to you. 


Newport News 
SHIPBUILDING AND DRY DOCK COMPANY 


Newport News, Virginia 
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TO; YOU 
FROM: GENERAL TELEPHONE & ELECTRONICS 


FE: TOMORROW'S 
COMMUNICATIONS NEEDS 





This country's growth potential is unlimited. 


Our population alone, for instance, is expected to 
reach 350,000,000—or double its present figure— 
by the turn of the century. 


And as the nation grows, its communications needs 

expand with it. The development of new and faster 

techniques of voice and data transmission is 

necessary. Also, improvement in equipment design and 
} 4 

usefulness. And more and better services. 


In order to keep pace with such a demanding future, 
a company must depend on advanced research. 


That's why we have a large and highly trained staff 
of scientists and engineers—working in laboratories 
from coast to coast—giving us the capacity to deepen 
the knowledge, develop the accomplishments needed to 
help realize industry's growth potential. Not to 
mention a variety of capabilities in the area 

of national defense as well. 


We feel positive that this thinking ahead, planning 
ahead, equip us to serve a growing America—today and 
tomorrow. General Telephone & Electronics Corporation. 


GENERAL 
(Sas) TELEPHONE & ELECTRONICS 


730 Third Avenue, New York 17, N.Y. 





RECORD-BREAKING HIG 


... wrapped in a Packac 


The plant on the facing page is the Eddystone Station of the Philadelphia 
Electric Company. It contains a C-E Sulzer Monotube Steam Generator, a 
small portion of which is shown in the upper left corner of the drawing. 
This boiler, soon to be placed in commercial service, will produce steam 
at the highest pressure and temperature ever used in power plant practice 


— 5000 Ib per sq in and 1200 F. 

Shown below is the world’s highest-pressure “package” boiler —a C-E 
Controlled Circulation Unit — Type PCC. It is designed to produce steam at 
a pressure of 1800 psi and 1050 F. Now installed at the General Electric 
Company plant at Fitchburg, Massachusetts, it provides steam for special 


testing purposes. 








ALL TYPES OF STEAM GENERATING, FUEL BURNING AND RELATED EQUIPMENT; NUCLEAR REACT10 





GRESSURE BOILERS by C-E 


‘aq, or filling a Plant 





ts on the opposite page are of significance to 
ey are part of the long list of C-E “firsts” — 
lich includes the world’s first boiler designed 
ice aS much as 3,850,000 Ib steam per hour 
e world’s largest package boiler, which pro- 
0,000 Ib steam per hour. They give further 
: that—even in the biggest sizes and in the 
ressure ranges — C-E offers the most advanced 
or all steam requirements and with all fuels. 

38 C-E units have been purchased to pro- 
0-pound pressure steam —or above —at the 
of turbine-generators that have an aggregate 


COMBUSTION 


L EQUIPMENT; PULVERIZERS; FLASH DRYING SYSTEMS; PRESSURE VESSELS; SOIL 


’ 


capacity of about 8-million kilowatts. Fourteen of 
these units are already in service—one for a period 
of over three years. 

When you are in the market for high-pressure 
boilers, it will pay you to contact the organization 
which offers you the broadest experience in the field 
— Combustion Engineering. In addition to these high 
pressure units, C-E also offers boilers in all types and 
sizes with capacities ranging from 4000 pounds of 
steam per hour, up to the largest in the world. All 
are designed to meet your needs reliably, efficiently 


and economically. 


C-219B 


Combustion Engineering Building » 200 Madison Avenue, New York 16, N.Y. 
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Has tools.. will travel ! Utility and other 


emergency servicemen swear by this Dodge V-8 Tradesman, and for 
good reasons. Besides pick-up load space, it has lock-up room for all 
tools. And with famous Dodge dependability, it has these advantages 

that come in handy on all service calls: 45 hp. more than Truck ‘‘C’’, 
19 more than Truck “F”’ .. . shortest turning radius... the largest} 


payload, load space, and brakes in the low-priced 3. 





; 
: i 
You can choose a powerful V-8 or thrifty Six, 3- or 4-speed trans- } 
mission—even push-button automatic LoadFlite. See your Dodge : 
dealer about this Tradesman, or any Dodge truck up to 49,000-lb. 
G.V.W. Power Giants. Find out why... 


4 vererenvA 
a Ser choose D are (exe Mo 
sable .<. 


an 








Fitts: 


A king-sized tool chest on wheels . . . that’s the Dodge Trade-man't 
Tools and supplies stow neatly, where you can reach them qui:kly. A 
for everything. All compartments lock. Available sliding 10o0f 
pick-up load space, between body sides. Choice of two body tyle 
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OCTOBER - NOVEMBER 





Thursday—22 Friday—23 Saturday—24 Sunday—25 
South Carolina Telephone 


Association begins annual 
convention, Clemson, S. C. 


Alabama Telephone Asso- 


Natural Gasoline Associa- 
ciation will hold annual con- 


Mmerican Water Works 
tion of America begins 


Be ter ee ES ERR OE it Oil BR eat ey 


Ussociation, New Jersey 
ection, begins annual meet- 


ing, Atlantic City, N. J. 


southern regional meeting, 
Tyler, Tex. 


vention, Birmingham, Ala. 
Nov. 9, 10. Advance notice. 


€ 





Monday—26 


ndependent Natural Gas 

ssociation of America be- 

ims = annual meeting, 
Phoenix, Ariz. 


Tuesday—27 


Georgid Telephone Asso- 
ciation will hold annual 
convention, Atlanta, Ga. 
Nov. 11, 12. Advance notice. 


Wednesday—28 


American Water Works 

Association, Ohio Section, 

begins meeting, Dayton, 
Ohio. 


Thursday—29 


Virginia Telephone Asso- 
ciation begins annual con- 
vention, Roanoke, Va. 





Friday—30 


can Society of Heat- 
efrigerating, and Air- 
‘tioning Engineers be- 
semiannual meeting, 
antic City, N. J. 


Saturday—31 


Electric Council of New 
England will hold annual 
conference, Boston, Mass. 
Nov. 12, 13. Advance notice. 


@ 


NOVEMBER 


Sunday—1 


Oklahoma Telephone Asso- 
ciation will hold annual 
convention, Oklahoma City, 
Okla. Nov. 18, 19. Advance 

notice. 


Monday—2 


Exposition of the Air Con- 

ditioning and Refrigeration 

Industry begins, Atlantic 
City, N. J. 





Cuesday—3 


m Gas Association, 
ing Committee, will 
meeting, Phoenix, 
Vou. 19, 20, Advance 

notice, 


Wednesday—4 


New Jersey Utilities Asso- 
ciation begins annual meet- 
ing, Absecon, N. J. 


Thursday—5 


Pacific Coast Electrical As- 
sociation begins biennial 
conference, Honolulu, Ha- 

wait. 


Friday—6 


National Hotel Exposition 
ends, New York, N. Y. 























must 


Courtesy, National Aeronautics and Space Administration 


Satellite Microwave Station 


Huge plastic spheres like this, 100 feet in diameter, arc used in satellite trans- 
mission experiments. When in orbit their aluminized surfaces reflect 
microwaves. Thus, they serve as passive transmitters of signals. Such 
spheres have been studied with reference to a transatlantic 
broad band transmission system. 
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USITA and the Independents’ Future 


The future looms auspiciously for the independent telephone com- 

panies. Led by a strong, aggressive trade association and spurred to 

new heights of achievement by challenging technical advances and 

expanding markets, the independents seem destined to attain an even 
brighter position in the telephone world's firmament. 


By FOSTER B. McHENRY* 


First vice president, United States Independent Telephone Association 


4 


HE United States Independent Tele- 
phone Association today stands upon 


the most important threshold of its 
history. Always a force in the dynamic, 
potent independent telephone industry, it 
must be particularly prepared at this time 
to meet new and unique challenges. 

This is true for several reasons: The 
first is that the independent industry is ex- 
panding while it is contracting. The num- 
ber of companies comprising it is shrink- 
ing, while at the same time those com- 
panies are expanding plant facilities at a 
near-maximum rate. 

*Also president, Capital City Telephone Com- 


pany, Jefferson City, Missouri. For additional per- 
sonal note, see “Pages with the Editors.” 


Mergers and consolidations for various 
reasons—contiguous territory problems, 
financial inadequacies, smallness of eco- 
nomic entity, etc.—are eliminating many, 
many smaller companies. As a result, the 
remaining companies are generally strong- 
er, larger, and perhaps more aggressive in 
their desire to provide better and more ex- 
tensive service. The USITA must be the 
rock to which the ever-changing industry 
can anchor. 


HE second reason is perhaps the cause 
of many of the reorganizations men- 
tioned in the first, but it must be con- 
sidered separately because of its overall 
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importance. Many areas, adjacent to large 
metropolitan centers, have expanded 
greatly since the war. In many cases, this 
expansion has been in areas served by in- 
dependent telephone companies. This has 
made giants out of companies that were 
relatively tiny only a few years ago. The 
indications are that this will continue, at 
perhaps an even greater rate—that the 
greatest expansion in the years to come 
will be in independent areas, which cover 
well over half the geographical area of the 
United States. The national association 
must grow in strength commensurate with 
the overall strength of its parts—the inde- 
pendent operating companies and their 
suppliers. 

The third reason is that, while great 
strides have been made in the improve- 
ment of communications in recent years, 
far greater and more rapid progress will 
be made in the immediate future. The very 
nature of communications will change. 
From a relatively basic system of wire 
lines supplemented by applications of radio 
transmission, it will vary immensely in its 
applications, with perhaps the greatest em- 
phasis on radio. Briefly stated, our com- 
munications system will become increas- 
ingly complex. The staff of the USITA 
must grow with this technological ad- 
vancement. 


Amazing Developments to Come 


haa a brief glance at some recently dis- 

cussed developments is enough to 
stagger the imagination. There are many 
million automobiles and commercial 
vehicles in the United States. At some time 
in the future, virtually all of these will be 
equipped with communications facilities 
equal in convenience to the best residential 


OCTOBER 22, 1959 


and business fixed facilities. What a fan- 
tastic market! 

At some time in the foreseeable future, 
there must also be a “telephone,” if you 
will, that will do what any other telephone 
will do, except that it will be carried on 
the person, at virtually no inconvenience. 
It will be developed because the market 
presented by the total number of adult 
Americans, say, in 1975, simply cannot be 
ignored from a business standpoint. An- 
other development will be that of visual 
facilities conjunctive with our present 
wire communications — ‘‘phonovision.” 
Can anyone, in the face of the fantastic 
scientific progress of the last decade, deny 
that such will be a reality? 

The profit possibilities of these new de- 
velopments will justify literally billions of 
dollars for research over the years to come, 
and the results of that research will be 
practical workability, just as has happened 
countless times in the past—and in the 
face of even greater difficulties. 


ib Srvc are other developments, also, 

that will demand a strong independ- 
ent association. The widespread applica- 
tion of direct distance dialing techniques 
has already left a rather large unexplored 
gap in Bell-Independent toll settlement ne- 
gotiations. The possibility of flat rate 
long-distance service in the future will 
raise problems gigantic in comparison. To 
face that future as an independent com- 
pany, regardless of size, without the as- 
sistance of a strong national association, 
would be out of the question. The words 
of AT&T President Frederick R. Kappel 
that “we in the telephone industry must 
get together, think together, and plan and 
work together” imply an increasingly 
important rdle for USITA in this regard. 
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USITA AND THE INDEPENDENTS’ FUTURE 


Legislation and Education 


r must be recognized that the outcome 

of battles on the legislative front have 
been of utmost importance to many major 
industries in the United States, the inde- 
pendent telephone industry included. It 
will be even more important in the future. 
As our economy grows more complex and 
interrelated as between industries, our 
legislative vigilance must be at the same 
time more intensive and extensive. It has 
been clearly demonstrated, particularly in 
the last two decades, that quasi-legislative 
action by federal commissions and agen- 
cies of one kind or another, is becoming 
move important to industry, and that es- 
socitly includes utilities. The technique of 
iianng oneself heard in Washington’s 
legislative corridors has most assuredly 
been refined over recent years and will be 
even more sophisticated in years to come. 


The idea of companies undertaking this 
educational task on an individual basis is 


dismal to contemplate. 

Time was when a pretty good practical, 
on-the-job education was enough to see a 
telephone executive in a small company 
through. That day is gone forever. Be- 
yond that, the nature of the business today 
requires the highest degree not only of 
general executive and technical education, 
but specialization to an extent never be- 
fore required. It is not enough that a man 
be an engineer, he must be a telephone en- 
gineer, in order to maximize his value to 
the industry. It is not enough that a man 
be competent as a general executive; he 
must qualify as a telephone executive. 

Through the efforts of USITA it has 
been possible for telephone executives to 
avail themselves of special educational fa- 























cilities that would not be available to in- 
dividual companies, such as the annual ex- 
ecutive training program at the University 
of Kansas. This function of the national 
association will expand to become a major 
service, not merely helpful, but absolutely 
necessary to the independent industry. 
Further, the USITA can be of invaluabie 
assistance as a source of guidance in the 
training of middle and lower management 
—miost important to a rapidly growing in- 
dustry. 


HE future of the USITA is indeed 

challenging in the light of these de- 
velopments. New opportunities for help to 
its members are constantly rising. The 
national association is inextricably linked 
to the growing potential of independent 
operating companies—and the prospect 
for all is growth, strength, and prosper- 
ity. 

The national trade organization of the 
independent segment of the telephone in- 
dustry has been a constructive, vital force 
with many monuments to its effectiveness 
and good work. There is every reason to 
think it will continue to provide the leader- 
ship needed by a business having the 
vibrant qualities of the independent tele- 
phone companies of the nation. 
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New Product Program 
Is Helping Bell System Prosper 


By WILLIAM R. REISS* 


YW. weewe meee 
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The Bell people have developed a system for pretesting new products 
on a limited scale before attempting to sell them on a mass basis. 
Successful ones are then programed for production and promotion. 
This marketing activity has been done so well that AT&T has grown, 
made more money, and kept up its ceaseless research for still better 


products. 


NE of the most significant develop- 
ments in the Bell system’s current 
marketing activities is the attention 

being given to new products. This has been 
largely prompted by the public’s demand 
for more and better telephone products of 
every description and its willingness to 
pay for them. Gone are the days of one 
black telephone in the front hall. People 
now want telephones throughout the home 
or office which are more attractive, small- 
er, colorful, easier to use, and offering 
new features. Above all they want choice. 
The fact is that people’s wants are ever 
changing, and the Bell system’s new prod- 


*Administrator, new product planning, American 
Telephone and Telegraph Company. For additional 
personal note, see “Pages with the Editors.” 
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uct planning program is trying to an- 
ticipate those wants. 

The attention currently focused on new 
products also is directed toward oppor- 
tunities for increased earnings and greater 
usage of the basic commodity—a tele- 
phone call. Attractive and useful products 
have been found to stimulate calling. And 
it follows that the more people call, the 
more telephones they want. The call may 
be communication between people or ma- 
chines. The people or machines may be 
located in the same building or at opposite 
ends of the country or the world. The call 
may consist of voice communication, writ- 
ten material, or any form of coded in- 
formation. The ultimate success of the 
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NEW PRODUCT PROGRAM IS HELPING BELL SYSTEM PROSPER 


telephone system lies in providing the most 
useful, attractive, and economic means of 
carrying on this communication and to 
continually increase the volume, whether 
local or long-distance, as the customers’ 
needs expand. The Bell system’s new 
product activity is being carried on with 
this concept always foremost in mind. 


What Product Planning Is 


Ww is product planning and how 
does it operate in the Bell system? 
Briefly the program consists of collecting 
ideas, producing test models, customer 
testing, and finally market programing. 
These marketing methods and techniques 
have not grown up over night. Much trial 
and error form the basis of what is now 
rapidly becoming an established pro- 


E cedure. 


The marketing cycle for new products 
begins with obtaining ideas. The idea may 
be in the form of an improved version of 
an existing product or an entirely new 


product. Ideas originate from many 


sources; for example, from customers, 
salesmen, engineers, higher management, 


simarketing people, and market research, 


just to name the more important. Al- 
though many ideas do not result in new 
products, the successes realized by the 
more promising ones more than justify 


| the effort involved. Ideas will be generated 


within a business in plentiful numbers as 
long as a receptive climate is maintained. 
In weighing and analyzing ideas, Bell 


system marketing people give considera- 


tion to many questions, including: Will 
it really enhance telephone service? Who 
is likely to want the product? What is 
likely to be the charge? How many prob- 
ably can be sold? and Is it the kind of 
product the Bell system should offer? 


Sometimes during the analysis stage 
answers to questions relative to the poten- 
tial market for a product idea are obtained 
through market research. For example, 
new telephone designs sometimes are ap- 
pearance-tested with customers through 
use of dummy models. 


Ascertaining the Market 


enon. ideas for new prod- 
ucts have been considered in terms of 
two broad markets—residence and busi- 
ness. However, with the growing com- 
plexity of the economy and of communi- 
cations requirements, this is no longer true. 
Markets have been segmented and then 
segmented again. The objective is to an- 
ticipate the needs of each segment of the 
market—for example, department stores, 
hotels-motels, airlines, refineries, farms, 
homes, apartments, and so on. The uses of 
communications by each group are grow- 
ing more divergent and specialized as time 
goes on. They must be explored carefully 
with the help of the customer. Before it is 
possible to discover all the communication 
services and products which an industry 
needs, it becomes necessary to almost live 
with the industry in order to learn how it 
operates, how it uses communications, etc. 

A new product idea which appears to 
meet the basic market requirements must 
undergo a technical evaluation. Once com- 
pleted the next step is to obtain customer 
evaluation. This, of course, involves the 
design and manufacture of a fairly large 
number of working models. In the Bell 
system this is accomplished by the West- 
ern Electric Company’s Model Shop. This 
in a sense is a miniature factory devoted 
to the exclusive task of designing and 
building test models. The Model Shop can 
be considered the keystone of the new 
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product program. For with the Model 
Shop’s specialization, it is possible to turn 
out hundreds of units of new product 
models in a very short time. Formerly 
work of this nature was sandwiched in 
regular assembly operations and took con- 
siderably longer. 


Consumer Testing 
Pega testing as conducted by the 
Bell system involves two basic types 
of tests—product trials and market trials. 


Product trials are aimed at determining 
whether the product operates as expected, 
how customers react to its style, design, 
and features, and what modifications, if 
any, should be made in it. Tests of this 
kind are usually limited in scope. They 
normally are made in one or two cities; 
no charge is made to the customer and 
they are of relatively short duration. This 
type of test helps determine those prod- 
ucts which are useful and appealing to 
customers as well as those which are not. 


TYPICAL OF product tests is one currently under way involving a push-button 
telephone—a telephone which contains ten push buttons in lieu of a dial. 
Examples of questions which must be answered by this test are: How will 
people react to the design? Are the push buttons of the right size and shape? 
Are they properly spaced? What will be the effect of push buttons on the 
accuracy of dialing? Is this better service from the customer's viewpoint? 
What should this operation (namely, "push buttoning' rather than dialing) 


be called? 


Testing the Market 


A MARKET test, on the other hand, is di- 

rected at determining whether the 
product will sell and in what general quan- 
tity. It generally follows a product test 
and is a more complex undertaking. 
Usually more cities and model units are 
involved, and the product is “sold” to cus- 
tomers. To insure that sales results are 
not distorted, realistic sales channels and 
methods are employed. Specifically, the 
objectives are to obtain a broad measure 
of the size of the market and what kinds 
of people it consists of. 

Pricing the product represents one of 
the more difficult aspects of these trials. 
It is axiomatic that the price must be es- 
tablished to produce a reasonable profit. 
To achieve this, however, the costs must 
be known. However, in pricing new prod- 
ucts many costs are not known and must 
be predicated upon assumptions. Market 
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testing of new products tends to permit 
the substantiation of these assumptions. 
Furthermore, through testing, different 
forms of rates can be tried to determine 
which is the most salable. 


genet the market was tested for a 

de luxe type of bell. It is a three-stage 
bell containing a chime, a conventional 
telephone bell, and a loud-ringing bell. It 
was designed primarily for use in the 
home. The bell had been tested and subse- 
quently modified. Many doubted that peo- 
ple would pay a premium for a bell, since 
one always has been furnished with each 
telephone. Yet, in the market trial, they 
“sold like hot cakes” and indications were 
that a broad cross section of the home mar- 
ket was interested. Lest the impression be 
left that all new products tested by the Bell 
system are successful, let it be quickly add- 
ed that this is not so. On occasion we find 
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NEW PRODUCT PROGRAM IS HELPING BELL SYSTEM PROSPER 


that there is no market or that it is too 
limited for certain products, either be- 
cause of design or price. It may be that our 


technology has not reached the point of 
making a product suitable for marketing 
at a given point in time. 


ROUGHLY TWENTY-FIVE tests covering a wide variety of services and in- 
strumentalities are in process at the present time and all of the Bell operating 
companies are participating. The testing process saves the Bell system con- 
siderable money for it permits the learning of errors on a small scale under 
objective, controlled conditions. Although tests are not infallible in that they 
do not eliminate all of the risks, they certainly keep them to a minimum. 


Products which survive the testing 
phase pass on to final design. Thence they 
are ready for production. As production 
schedules begin to shape up, market pro- 
graming takes over. Its purpose is to 
guide the product into the market and to 
maximize its success. Essentially it in- 
volves co-ordinating the preparation of all 
the tools essential for selling, installing, 
maintaining, and administering the prod- 
uct. The goal is a complete market pro- 


| gram ready for use just as soon as a prod- 
uct inventory is built up. 


4 
What Comprises a Market Program? 


yW™ are the elements of a market 

program? They are many and will 
vary from product to product. However, 
several elements are common to all. For 
example, installation and maintenance in- 
structions are provided to insure that in- 
stallers are well-trained and capable of de- 
livering goods when customers want them. 
There is no time to learn on customers’ 
premises. Cost and rate studies are com- 
pleted and rates filed and in effect. Sales- 
men are trained on how to sell the product. 
Sales appeals gleaned from the market 
test form the basis of the sales aids which 
are prepared. Since customers must know 
how to use the product, instruction cards 
are produced for the more sophisticated 
items. At least for mass market items, ad- 


vertising programs also become a part of 
the program. TV and radio commercials, 
newspaper and magazine ads are de- 
veloped to support the sales efforts. Sales 
estimates are made as a guide for estab- 
lishing and programing production fa- 
cilities. 

One of the greatest contributions which 
market programing can make to insure 
the success of a product is the co-ordina- 
tion of sales and production. To date it is 
only fair to say that this activity has not 
been fully developed. Until recently sales 
estimates were based on results of limited 
market tests. However, the Bell system 
has learned that more precise measure- 
ments are required. In the future, area-by- 
area introductions are expected to provide 
necessary information to insure that pro- 
duction keeps abreast of sales. To fail to 
accomplish this means either that potential 
revenues are lost because of shortages of 
supply or that capital is unnecessarily tied 
up because of overages. 
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Debut of the “Princess” 


— small telephone has just made its debut in four widely separated 
states. A review of the several marketing phases through which it has 
passed will serve to describe the comprehensiveness of new product planning 
as practiced by the Bell system. "The Princess," as the little telephone is called, 
was envisioned several years ago. It was conceived to provide customers with 
a choice of telephones, to help sell extensions, and to increase earnings. First 
tested for appearance utilizing plaster models, the reaction to the design was 
very encouraging. Later, after working models became available, a product 
test, in which two other experimental telephones were also used, was run in 
several cities. 


Subsequently, the market for “The 
Princess” was tested by selling it in com- 
petition with standard telephones. This 
trial was followed by studies to determine 
in what colors “The Princess” should be 
offered and by several studies to determine 
what to name it. 

“The Princess” began to roll off the as- 
sembly line in June of this year. The prod- 
uct had passed its development tests, 
which were basically concerned with con- 
sumer acceptance of product features, and 
a limited test to determine its potential 
market. 


7 one key question remaining un- 

answered is how many to produce— 
or, in other words, how many will be sold. 
A very elaborate research plan has been 
developed to answer this and other basic 
questions. The plan is designed to de- 
termine the magnitude of the market and 
its characteristics, to determine in what 
proporticns the various advertising media 
should be used, and to provide guidance 
on how much should be spent to promote 
this new telephone effectively. Another 
important asnect of the program involves 
the determination of the effect of “The 
Princess” on the sales and production of 


other telephones presently in the line. Pro- 
duction of “The Princess” is increasing 
rapidly and will reach an annual rate of 
one million by the end of this year. Should 
sales indicate a market of that general 
magnitude, introduction of “The Prin- 
cess” will be rapidly expanded throughout 
the remainder of the Bell system. How- 
ever, if sales point to a much greater mar- 
ket, “The Princess” will be distributed 
area by area while production rate is be- 
ing adjusted to sales. 

It is this kind of long-range planning, 
with all of the attention to the many ele- 
ments involved, which is producing new 
product successes for the Bell system. 
When the marketing cycle of any one 
product is completed, Bell companies can 
feel confident that customers will want the 
product and it will be a success. 

In back of the new product program 
is the aim of increased earnings. As with 
any business, profits enable the Bell sys- 
tem to grow, to improve its capital posi- 
tion, to undertake research, to develop 
more new products, and by so doing to 
benefit the whole economy. With ade- 
quate earnings, research yields more new 
products which in turn lead to improve- 
ments in the standard of living. 
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The Telephone Household: 
A Profile 


By EDWARD A. MacNEAL* 


Higher incomes, better neighborhoods, and middle upper-class stability are 

among the characteristics of most of the U. S. A.'s 36.5 million telephone 

households. As a group they differ greatly from the almost 14 million house- 

holds without telephones. And they control more than 90 per cent of the 
nation's buying power. 


HESE conclusions are based on the 

first comprehensive study of the 

marketing characteristics of house- 
holds with telephones. Issued regently by 
O. E. McIntyre Incorporated, New York- 
based mail-marketing firm, information in 
the report is derived from interviews 
among approximately 27,000 households. 
The data were gathered and projected to 
national totals by the Bureau of the 
Census. 

The report proves that concentration on 
telephone families as a national market for 
consumer goods can be a profitable form 
of selective marketing. This conclusion is 
based on the fact that most products find 
their best markets outside the lowest in- 
come groups and among the more stable 
family units. 

The McIntyre report notes, for exam- 
ple, that the median income of telephone 

*Research director, O. E. McIntyre Incorporated, 


New York, New_York. For additional note, see 
Pages with the Editors.” 


households was $5,342, while the me- 
dian income of nontelephone households 
was $2,570. More than 95 per cent of 
the households with annual incomes of 
$10,000 or more had telephones, while 
less than 50 per cent with incomes under 
$1,500 had telephones. 


Siemon ownership also is associ- 

ated with more stable family units. 
For example, 77 per cent of the telephone 
households with the head of the family 
in the 35- to 54-age bracket had tele- 
phones. Among families with the head of 
the house under twenty-five years, tele- 
phone ownership was limited to 47 per 
cent. In addition, 79 per cent of the four- 
person households had telephones, but 
only 59 per cent of the one-person house- 
holds were subscribers. 

As a group, farmers have fewer tele- 
phones. This is partly explained by in- 
come, with 81 per cent of the farmers 
in the northwest region, where incomes 
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are higher, having telephones. Only 31 per 
cent of the farmers in the South have 
telephones. 


i iow report is of considerable interest 
to market research, sales, and mail- 
marketing professionals who depend upon 
telephone books as a source list. McIntyre, 
for example, maintains a list of the na- 
tion’s 36.5 million telephone households 
on individual IBM cards at its main West- 
bury, Long Island, plant. More than 400 
employees work full time to maintain the 
list and keep it up to date, including such 


demographic factors as income, educa- 
tional level, average rental, and length of 
residence. 


” conducting direct mail programs to 

introduce new products, increase store 
traffic, or sell magazine subscriptions, the 
firm mails to consumers selected accord- 
ing to tested characteristics. Selectivity 
in these mass mail promotions is a vital 
element, and information developed from 
the current study enables the firm to 
select consumer markets with greater 
accuracy. 


SALES PROSPECTING from telephone lists is a major sales tool for some 
marketers. And telephone surveys, such as television rating systems, play an 
important réle in consumer research. Most sales and marketing people have 
felt that telephone households were, in some way, different from other house- 
holds. The McIntyre report, however, is the first available proof that these 
households are not only different, but represent excellent sales prospects as 


a national market. 


Households by Area and Income 
is general, telephone penetration shows 

distinct variation by type of area. On 
an overall basis, 80.1 per cent of the 
households in standard metropolitan areas 
have telephones, and only 61.1 per cent 
in nonmetropolitan areas. Within these 
broad categories, however, there are im- 
portant further variations. 

Telephone ownership falls with the size 
of the metropolitan area. But the central 
city itself has lower telephone penetration 
than its suburbs. 

In rural farm areas, telephone owner- 
ship is at a 45.5 per cent level nation- 
wide, increases to 58.9 per cent in rural 
nonfarm areas, and jumps to 72.8 per cent 
in urban, nonmetropolitan areas. 

In terms of income, the highest per- 
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centage of telephones, 97.2 per cent, is 
found, naturally enough, among house- 
holds with an income of $25,000 and over. 
The largest number of households with 
telephones, 6,805,000, is found among 
those with incomes from $7,000 to $9,999, 
In this largest group, only 316,000 
households are headed by women. The re- 
port shows a striking difference between 
households which have male heads and 
those which have female heads. House- 
holds with female heads are smaller, old- 
er, and have lower incomes. 
Households made up of stable family 
groupings show higher telephone penetra- 
tion than households made up of unrelated 
individuals or broken families. The high- 
est penetration is among husband-wife 
families (76.3 per cent) and the lowest 
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is where the head of the household is 
separated (39.9 per cent). Among all 
unrelated individuals (nonfamily group- 
ings) telephone penetration is only 58.6 
per cent. 


: eainaagen to the figures in more detail, 
there are striking differences in the 
composition of telephone households with 
male and female heads. Over half the 
telephone households with female heads 
are made up of unrelated individuals and 
60.7 per cent of these female heads are 
widows. 
Another 17.9 per cent have never been 
married. The balance are divorced or 
separated from their husbands. 
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On the other hand, 96.9 per cent of 
the households with male heads are family 
groupings and in 93.7 per cent of the 
households the wife is present. The per- 
centage of telephone households with 
male heads who are widowers (2.5 per 
cent) is greater than the percentage who 
are bachelors (2.3 per cent). 


Employment Status 


HE employment status data in the 

report are divided into four cate- 
gories: employed, unemployed, not in the 
labor force, and Armed Forces. Employ- 
ment considered here is that of the head 
of the household. 
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TELEPHONE PENETRATION runs much higher among the employed group, 
with the result that a larger proportion of households have heads who are 
actively employed (79.7 per cent) than is the case for all households (75.6 
er cent). The difference in employment status between telephone house- 
Folds with male and female heads, again, is great. Only 51.2 per cent of the 
female heads are employed, while 46.5 per cent are not in the labor force. 
On the other hand, 84.9 per cent of the male heads are employed and only 


9.2 per cent are not in the labor force. 


The report covers 11 general occupa- 
tions for heads of households. Lowest 
percentage of telephone penetration (28.3 
per cent) is among farm laborers, while 
the highest percentage (90.3 per cent) is 
among professional, technical, and kin- 
dred workers. 

In terms of industries, the lowest pene- 
tration was found in agriculture, forestry, 
and fisheries (52.8 per cent), and the 
highest (86.2 per cent) in finance, real 
estate, and insurance. 


Children 


* the entire United States, 29.1 per 

cent of all households aud 27.4 per 
cent of telephone households have children 
under six years of age. This percentage 
falls to 7.5 for telephone households with 
female heads, and rises to 43.6 per cent 
for telephone households with male heads 
who have moved within the year. The re- 
port classifies households by whether the 
head of the household lived in a different 
house one year previously or not. 

In general, movers have more young 
children than nonmovers. This is con- 
sistent with findings on the age of the 
heads of households which show movers 
to have a median age of 34.7 years against 
a median age of 47.2 years for nonmovers. 

However, the nonmover group has the 
larger proportion of children six to sev- 


enteen years. In the entire United States, 
39.7 per cent of all households and 40.7 
per cent of telephone households have 
family members in this age group. This 
figure falls to 18.5 per cent for telephone 
households with female heads, and rises 
to 46.1 per cent for telephone households 
with male heads who have not moved 
within the year. 


Size of Households 


| eal telephone penetration (78.9 

per cent) is found among house- 
holds with four persons. The lowest pene- 
tration (55.9 per cent) is among house- 
holds with seven or more members. In 
numbers, however, two-person households 
rank first, with 10,613,000 of these hav- 
ing telephones. 

In effect, the report illustrates that the 
marketer who analyzes his customers in 
terms of income, size of family, age of 
adults, presence of children, length of 
residence, and other characteristics wil! 
find real advantages in selling to tele- 
phone households. Since telephone sub- 


.scription automatically provides an accu- 


rate directory listing, a nation-wide mar- 
ket is always available. 

Certainly the report illustrates that, 
properly used, the telephone directory can 
be one of the basic marketing tools avail- 
able to the consumer sales organization. 
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Volunteer Medical Engineers... 
Telephone People Lend Helping Hands 


By LeRoy J. RYAN* 


He who gives freely of himself gains the most satisfying reward of 

all: The knowledge he has helped his fellow man. Daily exemplifying 

this warm spirit of giving is a group known as SAVE, Service Activi- 

ties of Volunteer Engineers, which contributes liberally of its time and 
talent to aid medical research. 


TELEPHONE engineer solders a con- 
nection on a “bread board model” 
at his dining room table, which al- 

so doubles as a home workshop. 

A communications maintenance man 
whose hobby is watchmaking peers 
through a jeweler’s eyepiece as he attaches 
delicate wires to a watch-like device. 

A young woman who spends her days 
as a telephone draftsman finds time at 
home to ink elaborate circuit diagrams. 

This is SAVE—Service Activities of 
Volunteer Engineers—a unique program 
which puts the talents of telephone peopie 
to use in helping doctors solve medical 

*President, Service Activities of Volunteer En- 


gineers. For additional personal note, see “Pages 
with the Editors.” 
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mysteries and problems by developing in- 
struments to aid organized medical re- 
search at the clinical level. 


AVE is a volunteer, “on-your-own- 
time” effort organized by [‘linois Bell 
Telephone Company engineers in co-op- 
eration with research doctors at the Uni- 
versity of Chicago’s School of Medicine. 
The idea for SAVE originated with 
William V. Kahler, Illinois Bell president 
and a trustee at the University of Chicago. 
Public service-minded Illinois Bell engi- 
neers voluntarily took up the idea—and 
thus the SAVE program grew. An ex- 
ploratory meeting was held in 1957 be- 
tween telephone engineers and the dean of 
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the university’s medical school and some 
of his associates. It was motivated by the 
belief that Illinois Bell engineers’ know- 
how in electronics, sound transmission, 
data processing, and general communica- 
tions theory might help doctors develop 
new and more efficient medical instru- 
ments. 


3 REAKTHROUGHS in medical science 

frontiers have sometimes been delayed 
because medical theory and knowledge 
were often ahead of medical research in- 
strumentation. The doctors at the explora- 
tory session had long been anxious for 
competent help in such instrumentation 
development and were enthusiastic about 
the prospect of getting it from a group of 
professionals whose ideal of public serv- 
ice paralleled their own. The engineers 
viewed SAVE with equal enthusiasm. 
They saw it as a worth-while public serv- 
ice, and a medium that could bring credit 
and stature to their professiomand expand 
their own professional horizons. They 
eagerly embraced the opportunity to en- 
gage in this creative research work which 
is so richly satisfying. 

In its relatively short life, SAVE has 
made significant contributions and all in- 
dications are that more are on the way. 
Dr. Donald A. Rowley, of the University 
of Chicago Department of Pathology, 
puts it this way: 


The efforts of these engineers (in de- 
veloping a heart-beat recorder) repre- 
sent the equivalent of a $30,000 con- 
tribution to medical research . . . but 
their patience, understanding, and will- 
ingness to solve our toughest problems 
are invaluable. . . . 


Their work can be measured in other 


. . TELEPHONE PEOPLE LEND HELP 


ways, too. Another doctor sees one SAVE 
project as an instrument which conceiv- 
ably can cut newborn infant deaths one- 
tenth. 


What SAVE Is Doing 


| pew is under way on some 14 SAVE 

projects. Two have been completed 
and the instruments are already in clinical 
use. The first is a cumulative heart-beat 
recorder, a compact three-ounce device to 
count heart beats while being worn during 
a full day of normal activity. It uses a 
tiny transistor amplifier and a watch 
mechanism modified to count heart beats 
instead of time. 

The second is an electronic stethoscope 
developed by a four-man SAVE team. It 
gives both visual and audible signals of 
heart action and is ideal for use during 
surgery, since it lets doctors operate un- 
encumbered by the traditional stethoscope. 

Work is virtually completed on a train- 
ing machine to teach laboratory personnel 
to identify cancer cells under the micro- 
scope and on a sensitive microprobe to be 
used to measure and monitor the radiation 
reaching certain tissues while they are sub- 
jected to X-ray therapy. 


How Projects Get Started 


= we for SAVE projects gen- 

erally originate with the university’s 
School of Medicine, which screens from 
its researchers on pressing needs for de- 
velopment. Proposed projects also are 
checked against the following agreed-upon 
ground rules: 


1. They should be confined to the area 
of electronics, sound transmission, data 
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cers make no specific project assignments, 
An engineer may work on several projects 
with others or work on one alone, as he 
chooses. 


recording and processing or communi- 
cations theory, and allied arts. 

2. The medical research problem in- 
volved must be fully outlined and re- 
quirements specified in detail. 

3. Funds must be available for ap- 
paratus and materials needed by the en- 
gineers to bring the project from the 
idea stage to a working model. 

4. It must be determined by screen- 
ing research articles from all over the 
world that the problem has not been 
solved previously. 


Modus Operandi 
GAVE members review each qualified 
proposal and an individual or a team 
volunteers to work on a project in an area 
of particular interest to them. SAVE off- 


i. een for each project pro- 
vides liaison between SAVE and the 
university. The co-ordinator is also re- 
sponsible for any funds which may be ad- 
vanced for materials for his project and 
submits an accounting of expenditures to 
the sponsoring doctor. 

A spirit of camaraderie quickly grows 
between the doctors and the engineers. 
Doctors think out their problems and sug- 
gest approaches which may lead to their 
solution. The engineers probe, experiment, 
invent, and “bone up” on medical termi- 
nology and methods. 


ABOUT ONCE A YEAR the doctors and the full SAVE membership 
get together to discuss current results and future plans. Doctors ex- 


plain in detail, by narrative and sketch, any new projects they have 
in mind—what requirements must be met and what success in their 
development could mean to medical research. The engineers say 
these meetings are one of the most satisfying rewards of the SAVE 
program. SAVE a apart from direction by telephone company 


management, so for the purposes of formal action it has drawn up a 
constitution and bylaws. It is governed by a president, vice president, 
secretary, and three-man board of directors. Membership applica- 
tions are reviewed by the board. A prerequisite to membership is 
agreement to assign inventions to SAVE for charitable purposes. 


Most of SAVE’s business is conducted 
at semiweekly luncheon meetings where 
progress is reported and problems asso- 
ciated with current and future projects 
discussed. If a member has a development 
problem, he outlines his case at these ses- 
sions and his colleagues pitch in with con- 
structive advice. 


People Who Comprise SAVE 


_ members of SAVE are Illinois 
Bell engineers and skilled technicians 
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(except for a woman draftsman who pre- 
pares sketches of instrument designs on 
her own time). They represent almost 
every field of telephony—transmission, 
plant, equipment, circuity, etc. In age they 
range from twenty-nine to fifty-nine. 
They have high ideals and a sense of pub- 
lic responsibility. Most have families, but 
some are single. Their hobbies range from 
boating to bridge, and from astronomy to 
skiing. 

Their education varies and some of 
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them are studying for advanced degrees 
in the evening programs at local universi- 
ties such as Northwestern. In their tele- 
phone careers, some have worked in re- 
search at the Bell Telephone Laboratories 
and in development work with Western 
Electric Company. Many have worked on 
the DEW Line, White Alice, and on 
various Army, Navy, and Air Corps de- 
fense projects where they were in the fore- 
front of new breakthroughs and advances 
in the engineering and electronic arts. 

Their SAVE work is carried on in 
home workshops, garages, dens, and base- 
ments. Some have well-equipped home 
laboratories, others operate with only hand 
tools and a soldering iron at the kitchen 
table. Although the background of SAVE 
members varies widely, they are united in 
a common desire to serve society. 


Inspires Widespread Interest 
AS word of the SAVE program has 

spread, many inquiries have been re- 
ceived by the group from individuals, uni- 
versities, hospitals, and other organiza- 
tions throughout the United States and 
abroad. On just one device, the heart-beat 
recorder, for example, requests for in- 
formation came from laboratories, au- 
thors, hospitals, and scores of organiza- 
tions. A victim of heart disease asked for 
a heart-beat recorder for his doctor to use 
in his own case. 

Most of the correspondence, though, re- 
quests information about obtaining circuit 
and design information for manufactur- 
ing the various devices. Many requests are 
also received asking for information rela- 
tive to creating organizations like SAVE 
in other areas of the country. The officers 
of SAVE, in addition to their work on 
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the various projects, are kept busy answer- 
ing this correspondence and co-ordinating 
it with the university, when appropriate. 
They give as much information as pos- 
sible, depending upon how far along a par- 
ticular project may be. 

This widespread interest in the work 
that SAVE is doing brings up the question 
of possible expansion of the program. If 
the enthusiasm of Illinois Bell’s engineers 
is any criterion, the activity has a real 
future. It seems destined to grow and be- 
come a welcome weapon in the never-end- 
ing fight against illness and disease. 


— telephone employees 
throughout the country are becoming 
interested in the program and plans are 
under way in North Carolina, New York, 
and in a number of other areas to put their 
special talents to work in this out-of-hour 
charitable volunteer activity. 

SAVE members are convinced that the 
project is virtually unequaled as an oppor- 
tunity for personal satisfaction as well. 
Here is how one engineer sums it up: 


SAVE provides a wonderful oppor- 
tunity for self-development and self- 
expression. . . . association with fine 
men of like mind. Perhaps . . . I could 
contribute in a small way to the relief 
of suffering or progress of medicine. 
I would feel fortunate indeed if such 
were the case. 


“SAVE is typical of the manner in 
which telephone employees help their com- 
munities in a growing number of useful 
ways,” one Chicago doctor said. “It 
springs from an awareness of the need 
for work and leadership in community af- 
fairs.” 
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International Regulation 


of Communications 


in the Space Age 


By FRANCIS X. WELCH* 


Unless some international agreement and uni- 
formity are reached on regulation of the 
space around us in the communications field, 
a chaotic condition could develop because of 
conflicting usage of the radio spectrum. It is 
hoped that substantial progress towards re- 
solving the many questions in need of answers 
will occur at the International Telecommuni- 
cations Union conference now under way in 
Geneva, Switzerland. 


wo months ago, in the international 

convention city of Geneva, Switzer- 

land, delegates from all nations to 
one of the twelve specialized agencies of 
the United Nations sat down at the same 
conference table to ponder serious ques- 
tions of regulation of communications in 
the Space Age. This was the International 
Telecommunications Union and its latest 
telecommunications conference is expect- 
ed to go through mid-November. 

There have been other very important 
international conferences on world-wide 
communications since the turn of the cen- 
tury when Guglielmo Marconi’s “wire- 
less” first demonstrated that man could 
communicate across international bound- 
aries without the need for wires or cables. 
When the bedlam of conflicting frequen- 
cies threatened to wreck the infant radio 
industry in the twenties, an international 
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conference at Madrid was necessary to 
divide up allocations of the radio spec- 
trum frequencies in some kind of orderly 
fashion. Likewise, the international meet- 
ing at Cairo, Egypt, in the spring of 1938 
paved the way for further radio uses, in- 
cluding television. In 1947 another con- 
ference at Atlantic City, New Jersey, was 
supposed to have buttoned up various sur- 
viving gaps. 


_s today mankind stands on _ the 

threshold of space communications. 
Last winter, the world was electrified by 
the sound of a taped Christmas good-will 
message in the voice of President Ejisen- 
hower relayed via an American space 
satellite. If you were to drive today in the 
area of Annapolis, Maryland, you would 
see the Navy erecting towers for two-way 
radio relay with Honolulu, bouncing sig- 
nals off the moon, scheduled for operation 
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next spring. There is talk of artificial tele- 
communications satellites being put into 
orbit for the sole purpose of providing re- 
lays for radio messages between different 
points on earth. 


— month the Russians hit the moon 
with a missile which transmitted data 
to receiving stations on earth right up to 
the moment of impact. There will un- 
doubtedly be similar “lunar probes” by the 
United States and there is talk of sending 
“talking missiles” to Mars, Venus, and 
other planets. Obviously, there is much 
new ground to be broken at the current 
telecommunications conference at Geneva 
if international regulation of communcia- 
tions is to keep pace with other space 
transit developments. 

In fact, it would be safe to assume that 
one of the most important tasks before 
the Geneva meeting will be to decide 
upon an acceptable convention among all 
nations of the earth with respect to radio 
communication with outer space or via 
space satellites between terminals on the 
earth. Needless to say, this was a difficulty 
undreamed of only a few years ago. The 
problem is to study, once more, the inter- 
national allocation of radio frequencies of 


the spectrum with a view to bringing and 
maintaining some degree of order. Other- 
wise, a veritable chaos would result from 
conflicting usage. 

The reader may recall the recent rumor 
about a freak coincidence of a radio fre- 
quency being used by a Los Angeles fash- 
ion show, causing an expensive missile to 
blow up during testing. That rumor 
proved to be false, but such a thing could 
happen if radio frequencies for various 
uses are not carefully allocated and con- 
trolled. 


Conference Gets Down to Work 


— the most impressive thing to 
date about the Geneva conference is 
the way its members from all over the 
world unbuckled their seat belts and got 
down to serious work almost as soon as 
they had deplaned at the Swiss city. The 
secretariat of the International Telecom- 
munications Union in New York had 
planned a timetable of four months from 
its August opening, which would have car- 
ried it almost to the end of the calendar 
year 1959. The first act of the conference 
was to cut down its expected duration by 
one month, ending it in mid-November, 
if the schedule is maintained. 


THE PERSONNEL of the conference consists of about 1,000 radio experts 
from almost all member nations of the U. N., plus administrative, steno- 
graphic, translating, and other assistants. Leading communication commercial 
interests, such as the Bell system, Western Union, Radio Corporation of 
America, Inc., International Telephone & Telegraph, General Telephone Cor- 
poration—to name only several American companies—have expert observers 
and consultants on hand. The work of the conference is divided into two sep- 
arate but consecutive parts: (1) an administrative conference to deal with 
technical matters; (2) a plenipotentiary conference to draw up a new inter- 
national convention which will supersede that concluded at the last inter- 
national telecommunications conference twelve years ago at Atlantic City. 


691 
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HIS writer has, of course, not been 

personally in attendance at Geneva; 
but the daily journal, the Morning Elec- 
tron, which has been made available to 
him, is just about as complete and chatty 
a blow-by-blow roundup of what has been 
going on from day to day as any remote 
observer could desire. This little sheet 
gives both the delegates and the press not 
only reference to information supplied at 
the meetings, but a good deal of supple- 
mentary information as well. The style is 
lively and imaginative, departing quite 
widely from the staid and deadly informa- 
tional fare usually supplied (if at all) at 
such technical meetings. 

Credit for this is due to the hiring of 
expert professional public relations assist- 
ance. The United Nations headquarters 
in New York could well profit from this 
innovation, judging by the dreary re- 
leases still being handed out to the press 
at that great upended match box on the 
East river. 


B" we need only refer to some of the 

things in this area which have hap- 
pened since 1947 to realize that no agree- 
ment drafted at that time, by even the 
most gifted and experienced top-flight ex- 
perts, could long endure the stress of such 
an avalanche of changing ramifications of 
new and different usage. 

1. An increase in world-wide transmis- 
sion and reception of radio over the past 
decade in the order of thousands of per 
cent—making radio the truly effective 
“mass media” of all peoples and all na- 
tions, everywhere on the face of the globe. 

2. A similar jump in the use of televi- 
sion in most western countries, and, to 
an amazing extent, in countries behind the 
Iron Curtain. 
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3. A sharp increase in the widespread 
variety of radio usage—for public pur- 
poses, such as government, public health 
and welfare—industrial purposes, espe- 
cially by telephone, telegraph, railroads, 
aviation, and other public utilities, and 
with special emphasis on press and com- 
mercial photography—cultural and educa- 
tional uses—medical uses, etc. 

4. A tendency of military authorities in 
all major nations to pre-empt vast areas 
of the radio spectrum for radar, for re- 
mote warning devices, for missiles, for 
intelligence and counterintelligence tech- 
niques. 

5. Swiftly developing techniques for in- 
finitely greater utilization of ultrashort 
or microwave ranges of the radio spec- 
trum heretofore not suitable for practical 
purposes. 

6. Swiftly developing techniques in the 
area of astronautical communications, 
via earth and lunar satellites, and even- 
tual interplanetary transmission and 
tracking. 


Dine: for example, that there are 
today in the world over 6,000 radio 
transmission stations, nearly a third of a 
billion radio receiving sets. (One for 
every twelve inhabitants of the globe.) 
Consider the estimated quarter of a bil- 
lion dollars Soviet Russia has been re- 
ported to be laying out every year just 
for facilities to “jam” the Voice of 
America and other broadcasts emanating 
from the free world. 


Consider the constant increase in the 
number of television transmitters through- 
out the world and the expanding number 
of amateur radio operators, multiplying 
in such countries as the United States, 
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the United Kingdom, and the Scandi- 
navian countries. These, incidentally, are 
considered an excellent reserve of trained 
experts who are entitled to a great deal 
of consideration from a standpoint of as- 
signing frequencies which they can use 


for their amateur communications activi- 
ties. And since no more such frequencies 
are now available, new methods must be 
found whereby the amateurs, or “hams,” 
can share such frequencies as are avail- 
able. 


Regulatory Proposals Have More Than 
Doubled since 1947 


























HEN all these things are considered, it becomes apparent that 

a tremendous job of reconciliation and accommodation must 
be done—at the international level by the ITU, as well as at the 
national level by the Federal Communications Commission—in order 
to make the spectrum bear the traffic without interference or unin- 
tended jamming. A mere comparison of the number of regulations 
which were adopted at the 1947 Atlantic City conference (2,141) 
with the far greater number of proposals already tabled at Geneva 
(over 5,000) clearly shows the magnitude of the task to be accom- 

plished. 


Interspatial Communications 
A’ for the area of space communica- 
tions, it can truthfully be said that 
the sky is no longer the limit. 

To explore Mars or Venus, scientists 
need satellites that can broadcast through 
millions of miles of space. Mars never 
comes closer to the earth than 34 million 
miles and at times cruises 250 million 
miles away, the National Geographic So- 


ciety says. Venus is the earth’s closest 
neighbor in space—apart from the moon 
and an occasional comet or asteroid—but 
it never swings closer than 24 million 
miles. It would take present rockets about 
150 days to reach Venus. 

Broadcasting over vast distances for 
such long periods will require a great deal 
of electric power. However, satellites are 
cut off from earthly supplies of electricity, 


OCTOBER 22, 1959 





PUBLIC UTILITIES FORTNIGHTLY 


and conventional chemical batteries capa- 
ble of supplying sufficient power weigh 
too much. Hence scientists are investigat- 
ing ways for a satellite to manufacture 
its own electricity as it goes along. 

One way is to convert solar power into 
electric power. The Vanguard I satellite. 
carrying six solar cells, has been transmit- 
ting since its launching on March 17. 
1958. It represented the first successful 
application of solar power to satellites. 
Encouraged by Vanguard I, the National 
Aeronautics and Space Administration 
launched the now famous “paddle wheel” 
satellite, Explorer VI, on August 7th. 


| aan VI looks like an awkward 
cross between a windmill and a beach 
ball. But it is considered the most sophis- 
ticated satellite ever to soar through space. 
and it may carry the answer to the elec- 
tricity problem. The satellite has four 
square paddles that jut out from the 
sphere. Each paddle contains 2,000 solar 
cells that turn sunlight into electricity. 
They provide a wide surface to catch sun- 
light, and are arranged so that at least one 
always faces the sun. 

Even with its 8,000 solar cells, Explor- 
er VI’s three transmitters still use elec- 
tricity faster than the cells can make it. 
So the primary transmitter remains silent 
for long periods while electric power is 
being built up; the other two low-power 
transmitters continue to run. During the 
primary transmitter’s rest periods, data 
collected by instruments are stored in a 
digital computer. Upon a signal from the 
earth, the transmitter pours out in a few 
seconds all the information collected over 
several hours. 

Some instruments record the impact of 
cosmic dust, or micrometeorite, which 
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has long been considered a possible haz- 
ard for space travel. Other devices meas- 
ure radio waves, the earth’s magnetic field, 
and the radiation in belts surrounding the 
earth at altitudes of 600 or perhaps 35,000 
miles. An instrument suggesting a primi- 
tive television camera maps in code the 
cloud layers over the earth. The coded 
chart is sent to an earth-bound receiver, 
and turned into a crude photograph of 
weather patterns. Eventually, scientists 
hope that satellites will provide detailed 
maps of weather all over the world. This 
would prove invaluable for forecasts and 
weather research. 

Explorer VI takes less than thirteen 
hours to complete an orbit that ranges 
from 26,000 miles to within 160 miles of 
the earth. The sphere is expected to re- 
main in orbit until late 1960 or longer. 
Among its fellow satellites still in space 
are Explorer I, Vanguard I, Sputnik ITI, 
Explorer IV, Mechta, Vanguard II, and 
Pioneer IV. 


Around the World for Twenty Cents? 


[ all this space tracking and satellite 

stuff sounds a bit like Buck Rogers 
fantasy be assured that it is not. What is 
being planned in the laboratory and on the 
drawing boards today, and what is being 
argued about from the standpoint of regu- 
lation at the Geneva meeting, may well 
mean the difference between butter and no 
butter on the bread of the telephone indus- 
try tomorrow. Considering the billions 
now invested in conventional plant and 
equipment, such as transoceanic cables, the 
idea of bouncing signals off a satellite for 
pennies, in point-to-point intercontinental 
radiotelephone communications, could 
mean drastic reorganization in the eco- 
nomic pattern of long-distance telephony. 
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But, such development might never come 
to pass without adequate or suitable in- 
ternational controls to permit practical 
operations. 

Telephone people might well rub their 
eyes at the statement made in Washington, 
D. C., on May 6, 1959, to the effect that a 
telephone subscriber might put a call in to 
any point in the world for 20 cents after 
our scientific government people and 
communications experts are able to launch 
radio-relay satellites. The statement was 
made by Dr. Lloyd V. Berkner, president 
of the International Scientific Radio 
Union. He made it at a joint meeting of 
the United States committee of that union 
and the Institute of Radio Engineers. 
Berkner said that radio-relay satellites will 
soon revolutionize the world communica- 
tions business. He advised the telephone 
industry and other communications indus- 
tries to start preparing now for the revolu- 
tion because “‘this is coming, and it is com- 
ing fast.” 


i bw radio-relay satellites would hover 
in a fixed orbit about 22,700 miles 
above the earth. Dr. Berkner estimates that 
they could handle two billion telephone 
messages a year—each! By multiplying 
the number of satellites you could multioly 
the traffic capacity mathematically in pro- 
portion. You just compute two billion 
messages a year for each satellite. 

How does he get that figure of 20 cents 
a message? Well, Dr. Berkner feels that 
if the telephone company now charges 10 
cents for a local call, the cost of the addi- 
tional message via the satellite relay serv- 
ices would not be more than 20 cents, 
regardless of the other terminal point any- 
where on earth. Berkner estimated that in 


five years it will cost about $10 million to 
put a 500-pound communications satellite 
into a “hovering orbit.” It has been said 
before, but it can be said again, the com- 
munications business is getting to be out 
of this world. 


Who Owns Space? 

Ks the American Bar Association, 

usually concerned with such conven- 
tional branches of the law as real estate, 
taxation, etc., is now giving serious con- 
sideration to interspatial rights, owner- 
ship, obligations, and communications. It 
is mainly because of this aspect at the con- 
ference at Geneva that both the Soviet 
Union and the United States have sent 
particularly strong and competent delega- 
tions. 

The United States, for example, lacks 
only nine of having a hundred ex- 
perts at the meeting. They are led by that 
veteran regulator, former naval officer, 
and internationally known radio engineer 
T. A. M, Craven, twice a member of the 
Federal Communications Commission 
and still serving thereon. With Com- 
mander Craven concentrating on the engi- 
neering sessions, another veteran of inter- 
national telecommunication conferences 
has taken charge of the administrative 
work of the U. S. delegation. He is Vice 
Chairman Arthur L. Lebel, a multilin- 
gual State Department expert who has 
been at this sort of business since the 
Cairo conference in 1938. 

There is much politics involved, too— 
international politics. Right off the bat the 
Russians tried to get voting control of the 
engineering sessions through recognition 
of Soviet satellites. This was successfully 
resisted by Commander Craven, supported 
by the western nation delegates. The Reds 
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pulled another offside play in certain 
moves to go beyond the agenda previously 


agreed upon. And once more Commander 
Craven blew the whistle on them. 


AS OF THIS writing the main item on the agenda at Geneva of interest to 
communication industries in the United States was a proposed reallocation 
of international short-wave frequencies among the so-called "have not'’ na- 
tions. This mainly involves questions of uniformity of transmission standards 
which might become very important in view of expected global transmission 
of news and other intelligence via such frequencies to such far off places as 
the North Indian province bordering Tibet and China, Laos, Central Africa, 
and other present or possible trouble spots. In short-wave transmission of 
images, there is a very definite lack of uniform standards. The United States 
uses 525 lines as compared with the sharper definition of most European 
practice (625 lines) and the coarser picture of British broadcasts (405 lines). 


IKE most international conferences these 
days the ITU meeting could easily 
founder on the rock of unresolved dis- 
agreement between the United States and 
Russia. For example, the United Nations 
had a special committee on outer space 
communications. But its work was so in- 
conclusive that the whole knotty problem 
has been turned over to the ITU at 
Geneva. 

Another knotty problem was the peren- 
nial question of permitting the Chinese 
Reds to attend even though they do not 
belong to the ITU. Similar requests came 
from such nonmember countries as Mon- 
golia, North Korea, East Germany, and 
the so-called People’s Republic of Viet 
Nam. The proposal was blocked by the 
United States and the United Kingdom 
delegation on grounds that it was out of 
order. 

An amusing side light on the voting, on 
this question, resulted from similarity in 
sound between the English word “‘yes” 
and the Russian word “nyet.” One Ukrai- 
nian delegate found that his “nyet’” had 
been recorded as “yes” in the tallying. So, 
he was very careful thereafter to use 


English, stating his vote firmly as “no.” 


HAT will come of the deliberations at 

Geneva in terms of net result will 
not be known for months. But the very 
complexity and urgency of the agenda 
should compel a certain amount of reason- 
ableness on the part of all in attendance. 
It would obviously help neither the Reds 
nor the free world to have future world- 
wide communications deteriorate into 
man-made chaos because of a stubborn 
inability to get together on basic ground 
rules and logical standards. 

Remember those simple bygone days 
when we thought of the legal distinction 
between “interstate” and “intrastate” as 
a subtle and difficult question of constitu- 
tional law? Well, this may cause some 
lawyer readers to smile; but it is a fact 
that one of the American delegates, spe- 
cializing on legal problems of space com- 
munications, has actually segregated his 
work load in two files entitled, respec- 
tively, “interspace” and “intraspace.” 
Such is the bewildering age in which we 
live, without benefit of any international 
(or interspatial) constitution. 
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Telephone Briefing on the Motel 


By JOHN MAPPELBECK* 


Once a cabin by the side of the road, for 
summer vacationists, the motel now seeks 
all-year occupancy, especially business 
guests. A prime new market for modern 
telephone service, which is a "must" in 
its promotion. 


F all the people in San Francisco and 
Rochester went touring at once, we 
would have separate hotel rooms for 

all of them—14,000 hotels, 1.4 million 
rooms. Or for Minneapolis and St. Paul 
if they could go in different directions. 

It might be that they would prefer 
motels. With a little doubling up, the 1,- 
250,000 motel rooms would accommodate 
them all, and by next year they could all 
have separate rooms. In fact, motels now 
put up 1.5 million guests every day. 

Mother Bell recently woke up with a 
start to the motels as customers for tele- 
phone service. The Bell system started 
making industrial surveys several years 
ago, to find out how we live, work, and 
use telephone service, and how we might 
be induced to use more, if it can be made 
easier. 

The first of these industry studies went 
into hotels, with results now familiar. 
Hotel guests want to telephone; switch- 
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boards took care of their complex calls 
inside as well as outside; switchboard op- 
eration is an expense and often a personnel 
problem to hotel management. Bell engi- 
neers spent two years learning what hotels 
have to do over switchboards, and then 
devised equipment that lifts that work to 
the guests themselves. They dial direct 
from rooms for outside calls, dial for serv- 
ices inside the hotel, get messages, are 
waked up, and so on, by dialing, push but- 
tons, lights. 

And they love it! They do more tele- 
phoning, use more hotel service; money is 
made by telephone companies as well as 
hotels. 


HE Bell system developed a “pack- 

age” containing all these do-it-your- 
self features. It is rather expensive, calling 
for an investment in improved phone 
equipment that, it was figured, about 800 
of the largest hotels could finance. These 
are the caravansaries with 300 to 500 
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rooms. Many of them are linked together 
in chain management. A sale to one would 
be a sale to others under the same manage- 
ment. The familiar story of bigger ma- 
chinery for the concerns with big volume 
—or why we grow bigger and bigger. 

Over all, the average is 100 rooms for 
each hotel. There are 5,600 hotels with 
less than 50 rooms, 4,200 with 100 or less. 
These will eventually be provided for by 
less elaborate equipment, but for the time 
being are a distinct market in themselves. 
If they could afford the “package,” it 
would probably not save them any money, 
but they might have an added convenience 
for guests. 


A Motel Is a Motel Is a Motel 


N” much thought was given motels, 

in this industrial study. Are they 
part of the hotel business, anyway? Cer- 
tainly not marketwise. 

There are now about 58,000 motels. 
There are no Waldorf-Astorias among 
them. They are growing in number, with 
3,000 to 5,000 new ones being built yearly. 


Their average number of rooms ten years 
ago was about 15, which has now risen to 
21, and promises to be 35 as new construc- 
tion continues. It is said that some 500- to 
1,000-room motels are in the planning 
stage. 


Art seven out of ten motels are fam- 

ily-owned and -operated. There are 
“Ma and Pa” motels as well as grocery 
stores, and both attract customers by con- 
venience of location and friendly service. 
The small motel’s customers do not live 
around. They come from afar. But they 
do send their touring neighbors. 

Only about 17,000 motels have switch- 
boards serving their rooms or cabins. For 
the most part, their guests get along with 
pay stations spotted around, and the of- 
fice phone. As long as Ma and Pa are up, 
and if their phone number can be ascer- 
tained, they will take a message to a guest. 

Not a very tempting market for tele- 
phone commercial managers, compared 
with selling the largest hotels, laying 
figures before directors. But that is the 
wrong way to size up the motel market. 


TELEPHONE PEOPLE are discovering that the motels are almost as productive 
of new business as the hotels. One motel is converting to dial service for each 
1.6 hotels. Selling the motels is a different proposition. It involves getting out 
and meeting motel owners, discussing their sales problems, their ambitions, 
the rapid changes going on in their business. Maybe it calls for a complete 
education in a very interesting business, learning its facts of life, and unlearning 
a lot of things that are now not so, whatever they may have been yesterday. 


Meet a Top-drawer Motel Owner 
HE motel began, and is still widely 
thought of, as an overnight perch for 

motor tourists. Typically, the touring fam- 
ily and vacationist. It was an outgrowth 
of good roads and increasing car owner- 
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ship, and is still growing on that firm 
basis. 

The first motel did not have to be 
elaborate. It was economical for families 
who could not afford hotel accommoda- 
tions. It could be away from towns, 








through which vacationists did not want 
to drive. It provided a place for the car, at 
no added expense, where a stop at a hotel 
involved a garage fee. This is still a sales 
advantage, even to larger motels. 

The telephone traffic of these early 
motel guests was almost nonexistent. They 
were strangers in the neighborhood, knew 
nobody to talk to, would be on their way 
in the morning. Food requirements were 
modest, taken care of at a roadside stand. 
Slot machines provided candy, bathroom 
essentials, and other merchandise. 


Ww" such a picture in mind, the tele- 

phone salesman might go out and 
get acquainted with an owner like Ralph 
Osborne, at his $4 million “Surf Rider 
Inn” on the beach at Santa Monica, 
California (incidentally, in non-Bell ter- 
ritory ). Osborne typifies motel modernity, 
and motel ambition, and howshe got that 
way is a thumbnail history of the busi- 
ness he is in. 

Osborne was a Kansas farm boy, who 
put himself through college operating a 
linotype on the home-town newspaper. 
Then he became an Indian trader in 
Arizona, with a post selling Apache 
Indians everything from a spool of thread 
to a casket—he did a good business in 
caskets. That was in the infancy of the 
motel. Tourists came along, wanted a place 
to put up for the night, so he added some 
cabins, and a service station, and a curio 
shop. By 1937 he had built up a business 
that sold for $50,000, plus two lots in 
Santa Monica. 

When he visited that city to see his lots 
he saw growth potentials for motel busi- 
ness, and built an automobile hotel, which 
he operated successfully, while dreaming 
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of a bigger one. It was a dream following 
Thoreau’s advice, “When you have an 
air castle, put foundations under it.” For 
nearly twenty years, with this dream motel 
in mind, Osborne traveled, took photos, 
clipped trade journals, gathered ideas. 
When he was ready to build, his plans 
were carried out by architects, contractors, 
decorators, and landscapists without 
change, an economy in building. Inci- 
dentally, the motel trade has an excellent 
trade press, which telephone people might 
read in getting acquainted with the field. 
Osborne’s establishment was described in 
detail, with attention to features of special 
interest to the industry, by the Tourist 
Court Journal. 


3 geal establishment has 110 guest 
units, with individual baths, tele- 
vision, air conditioning, heating, and 
variety of decorations. It was built for 
beach sports, and also indoor living in bad 
weather. It parks 200 cars above ground, 
and 220 more in a subterranean garage. 
There are restaurant and bar facilities for 
800 patrons daily. 

Of special interest to anybody in the 
motel business, and good sales informa- 
tion for telephone people, is visibility. The 
place is open to people driving by, three- 
sided with the open side to the ocean, and 
a great deal of glass. The whole layout 
and character are seen at a glance. It is 
not cheap. Rates start at $12 a day, with 
$25 units most in demand. 

Even the small motel sells on appear- 
ance, cleanliness, quiet, privacy, play- 





1 Tourist Court Journal, Temple, Texas, Bob 
Gresham, publisher and editor. 

American Motel Magazine, Ken Eymann, editor, 
5 South Wabash avenue, Chicago 3, Illinois. 

Florida Motel Journal, J. P. Gaines, publisher, 
Orlando, Florida. 
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things for children, restaurants or coffee 
stands, and most important, landscaping. 
Osborne’s professionals chose shrubbery 
easy to maintain, and also planted in open 
arrangements, to decorate without clut- 
tering. Small motel owners generally do 
their own gardening. 

Also, there is showmanship all around. 
Swimming pools for adults and young- 
sters are surrounded by a radiant-heated 
play deck, and there are such attractions 
as the “‘sun-tan tree,” a giant tree made of 
aluminum, with huge metal leaves that re- 
flect sunlight, for sun tan or relaxation. 

Far from competing with luxury hotels, 
such an establishment offers attractions 
distinctly its own, for its own traveling 
public, and illustrates one direction in 
which the motel business is now growing. 
But Osborne maintains that the Ma and 
Pa motel has just as much room for 
growth, in its own direction. He points out 
that he started as a small operator him- 
self, and says that the family-owned 
motel is catering to its own public, on 
economy, and is the kind of business that 
suits people who want to work for them- 
selves. 


The Big Target Is “No Vacancy” 


ip most lines of business the sales curve 
is watched. The motel barometer is the 
“rate of occupancy.” Telephone salesmen 
working in this field will soon learn to 
watch it, and study the various ways in 
which motel owners with different kinds 
of establishment, and particularly with 
different kinds of business brains, are 
working to increase their occupancy. 
National overall occupancy last year is 
reported as 71 per cent by the American 
Motel Magazine. Thus, the industry had 
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nearly one-third idle capacity. This year, 
it is expected to be 5 per cent to 10 per 
cent higher, the increase attributed largely 
to better general conditions, illustrating 
the sensitivity of the business. 

With such an overall vacancy rate, 
thousands of the small motels were thinly 
occupied perhaps half the year, after the 
vacation season. 

But there are always motorists on the 
highways, traveling salesmen and others, 
who drive for various reasons. Motels 
have some little-known overflow patron- 
age, some promotion activities, that will 
be new to the telephone commercial men 
who get acquainted with their owners, and 
their problems. 

Improved telephone service is one of 
the attractions they need in increasing oc- 
cupancy, and telephone counsel is needed 
in achieving it. 


Raley problem was that of the own- 

er of a family-operated establish- 
ment with twelve rooms. It had had chiefly 
vacation business in the summer months, 
with an office phone, a pay station, a road- 
side coffee stand, swimming pool. The 
owner turned his attention to facilities for 
traveling businessmen. 

The first thing that had to be settled 
was costs. Could he afford the investment ? 
Distance from town had to be figured, the 
installation costs of a small switchboard, 
two trunks, color phones to match decora- 
tions, spring cords for convenience. There 
would be monthly charges, offset by some 
commissions on calls. 

The owner hesitated. If business guests 
were not attracted, he would be saddled 
with fixed charges. Also, would there be 
difficulty in keeping track of toll calls, in 
collecting, and losses from skips? 





TELEPHONE BRIEFING ON THE MOTEL 
Phone Man Gave Motel Owner Facts and Sale Followed 








5 ee telephone man questioned business concerns, asking about salesmen 

putting up at motels, if they selected those with telephone service, if they 
phoned ahead for reservations, and made a list of companies whose travelers 
stayed at motels as much as hotels. He also telephoned around to motel owners 
who had room phones, asking about collecting for calls, and referred him to 
owners who could assure him that this was no great problem. The engineering 
department offered a six-phone arrangement that would serve twelve rooms. 
This installation was ordered in, and the owner was so well-satisfied that he 
said, "If | were doing it again, I'd make it more automatic, direct dialing, 

24-hour service." 


And he added something useful for 
telephone men working in this field: 

“You know, that telephone company 
guy never promised me anything, didn’t 
try to pressure me, just got out and dug 
up information that helped me make the 
right decision.” 


Joining the “Room Phones” Network 


a guests at motels use a good 
deal of toll service—as much as hotel 
guests, perhaps more, according to Bell 
experience. The motel owner is more ac- 
tive in promoting toll calls. His commis- 
sions on these are added revenue he can 
count, whereas operating expenses are apt 
to absorb them in hotels. The added reve- 


nue hotel management can count comes in 
increased food, bar, valet, and other room 
services, increased by direct dialing facili- 
ties. 

The motel owner installing direct dial- 
ing has 24-hour service, with toll calls 
recorded by the telephone company, and 
his guests make more calls. 

Just hanging up another sign, “Room 
Phones,” over those announcing air con- 
ditioning and television, brings in some 
business guests. But the real payoff begins 
as the phone-equipped motel receives 
reservations from other motels. There is 
a room-phone network that takes a little 
time and co-operation to participate in. 
“You splash me, and I’ll splash you!” 

This has been turned into a nation-wide 
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service for the 6,000 members of the 
American Motel Hotel Association, which 
publishes a directory with information 
about member motels, rates, facilities, and 
so on. When a guest registers at a member 
motel he is asked if he would like to make 
reservations ahead. If so, he is given in- 
formation about motels, makes a selec- 
tion, and pays an advance room charge, 
and the phone charge. He is given a check 
for the room charge, made out to the motel 
selected, which is his receipt, payable only 
to that motel. Presenting it when he regis- 
ters, he naturally gets preferred treatment. 


Motels Do a Good Overflow Business 


an elbows with motel owners in 

his territory, large and small, the tele- 
phone commercial representative can get 
a liberal education in management and 
promotion—and also good selling ma- 
terial. He can, in fact, be a catalyst for 
ideas. 

Looking at motel trade from the stand- 
point of vacationists, motoring families, it 
might be thought that a motel would find 
few guests around home. 

Wrong! There is home-town business 
for the owner who knows how to get out 
and find it. 

The home-town folks have relatives, 
guests, weddings, anniversaries. Their en- 
tertaining gets into local newspapers. The 
Smiths from Chicago are visiting the local 
Joneses. In these days, guest facilities are 
likely to be limited. Why not put the 
guests up at a motel? They will be more 
comfortable, have more freedom, out of 
their hosts’ hair. If there are youngsters, 
there are motels equipped with play- 
grounds, pools. 

The rule of “No Children” is a good 
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thing to understand. Landlords who en- 
force it are not child haters, but adult 
quarters are not furnished to stand the 
treatment given by youngsters. 

The motel owner who knows his town, 
and does a little advertising for guest over- 
flow, can do a tidy business. 

Then, there is the much larger overflow 
business from conventions. 

Conventions are a large American in- 
dustry in themselves, and booming. Noth- 
ing like them is found in other lands. In 
the early days of the First World War 
veterans, one Legion convention was held 
in Paris, where the French were amazed 
by this second tide of Americans, with 
their pranks and parades. 

“Why have you come, messieurs ?”’ they 
asked. 

“The war—a reunion,” they explained. 

“Oui, monsieur—but which war?” 


b Boras are fraternal conventions that 

take over a city, and the business and 
professional conventions that draw thou- 
sands of delegates and visitors, to hear 
papers, study elaborate displays of goods 
and equipment, and be entertained by 
manufacturers and suppliers. The enter- 
tainment is generally lavish. If wives are 
invited, it can be amusing. 

As business tries more and more to 
understand people, it is discovering that 
wives are people. If they can be persuaded 
that their man works for a nice company, 
they may have a word in decisions—who 
knows? 

When wives are invited, they have their 
own entertainment. Business conventions 
are for selling. They must be kept out of 
husbands’ hair. So, seasoned convention 
planners have them taken on sight-seeing 
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tours, see famous places, meet local 
celebrities, drink tea and cocktails, kept 
strictly apart until the final banquet. Such 
a schedule will have emergency entertain- 
ment for accidental half-hours. Wives go 
home saying, “What a nice company Bob 
works for!” 


a conventions get bigger and 
bigger, more expensive not only in 
physical machinery, but in the time of key 
men away from work. But they pay, and 
every city and town has its convention- 


promoting organization, and the motel 
owner who participates in the work of at- 
tracting conventions shares in their over- 
flow. Distance from town is canceled out 
by motorcars and buses. 

Ralph Osborne, incidentally, is active in 
community organizations, including Santa 
Monica’s convention department, and does 
a thriving business in banquets. He has 
the facilities for them. 

The motel owner with a much more 
modest setup can figure in convention pro- 
motion, and share in the overflow. 


The Motel-size Business Meeting 


ROWING up today, all around, is another type of business gathering that 
fits the times, and offers another kind of occupancy for the motel owner 
who does a little promotion. This is the small meeting of two or three dozen, 


maybe fifty or a hundred, specialists who have special problems too limited 
to get any attention in big conventions and professional sessions. For example, 


a sales force with one company, in scattered territories, will meet at a dinner, 
exchanging ideas, often just getting acquainted. Or the copy writers and 
account executives of an advertising agency will go to a resort for a week end 
of relaxation, and the developing of new ideas by the ''crash"’ method. The 
ideas will be wild, bad, good, and out of them will come a few valuable ones. 


Such meetings are held in restaurants, 
hotels, and motels. The motel has limited 
quarters, but can be a convenient meeting 
point for attendants from different terri- 
tories. It will need a conference room, and, 
of course, telephone facilities. Its distance 
from town can be an asset, for it has the 
capacity for such a meeting. 


- the telephone business there are many 

executives with problems to be handled 
at such sessions, right-of-way managers, 
community forecasters, PBX trainers, 
writers, and others who meet with their 
own kind from other areas, and city of- 
ficials, Bell and non-Bell managers—it is 
a flexible and productive type of huddle. 


703 


These people are not interested in en- 
tertainment, maybe not even food or bar 
service. They want to work, do a job, get 
back to the office. The expense account is 
not large. They may pay their own ex- 
penses, a lunch, a dinner. The motel meet- 
ing costs not much more, and affords 
relaxation and the opportunity for im- 
proving acquaintance. 

This kind of occupancy is promoted by 
motel owners with small establishments, 
not too far from town, who watch news 
of business lunches and other get-togethers 
in town, get acquainted with business peo- 
ple who use this kind of meeting as a tool, 
and present the advantages of a motel 


huddle. 
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As business people experience the 
advantages, word-of-mouth advertising 
follows. It is a kind of promotion that can 
be carried on by a group of such motel 
owners. 


The Exploding American Vacation 


HE original motel was modest, pos- 

sibly primitive. For the early motor- 
ists who braved dirt roads, drove through 
unbridged creeks, soothed horses. 

“Let me sit in a hut by the side of the 
road and watch the world go by” was the 
idea—for one night. 

There were no swimming pools, air con- 
ditioning, television—these “musts” of to- 
day had still to be invented. There was not 
always hot and cold running water. 

The owner’s investment was kept down, 
so that he made enough money during the 
vacation season to carry over with mod- 
erate expenses from October to May. 

But strange things have happened to the 
vacation. One view of the universe is that 
it is exploding in all directions. And the 


vacation is expanding on the same prin- 
ciple. 

It is getting longer. People in jobs press 
for more weeks off, with pay. They store 
up vacation weeks for one grand vacation 
every three or four years, get to Alaska, 
Hawaii, abroad—some two million 
Americans now visit foreign lands in the 
vacation season. 

Vacationists go earlier, or later, taking 
advantage of off-season rates, and less 
crowded places. Which is all to the good 
for the motel owner, because it is estimated 
that 90 million Americans now take trips 
in their own country every year, that the 
number is increasing about 10 per cent 
yearly, and that 85 per cent of them go in 
their cars. 

To meet the changed conditions, motel 
owners have to make heavier investments 
in attractions, They enjoy higher rates, a 
longer season, but the overhead to be car- 
ried in the off season is correspondingly 
heavier. Therefore, larger motels are be- 
ing built, and in cities where other kinds 
of occupancy can be attracted. 


AND MOTEL GUESTS are contriving new kinds of occupancy. In- 
stance—the week-end patronage of the “hotel-motel'' establishments, 
with a hundred rooms and upward, 50 or 100 miles out. This is a 
mystery to motel owners. Suddenly two or three years ago, in dif- 
ferent parts of the country, city people began week-ending in these 
caravansaries. Until then, their week-end occupancy had been so low 


that rates were cut in half. 


uT the city folks were not bargain 

hunters. They came with their fam- 
ilies, were good restaurant and bar 
patrons, played games, their kids used 
playgrounds. They liked things invented 
for them to do, such as barbecue cooking. 
One observant motel owner displays 
steaks, guests select and cook for them- 
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selves, like burnt steak just as well. An- 
other motel is done up Hawaiian style, has 
an artificial jungle that would be a novelty 
in Hawaii, has a roasting pit for the guests 
who want to barbecue a pig. 

These week-end guests have brought oc- 
cupancy up, pay regular rates, are careful 
with things, are definitely civilized. Motel 
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owners say that this was their own idea; 
they came, and nobody knows why. 

But one owner has a theory: “It is the 
American way of life,”’ he reasons. “‘Peo- 
ple have more money, more leisure, want 
to be entertained in new ways, want to live 
it up. There is the motel, away from it all, 
with the facilities. They use it. Really, we 
should have discovered it ourselves.” 

From far away, this view of the motel, 
as something new, something supplement- 
ing our way of life, is supported by the 
growing popularity of the motel in Aus- 
tralia. 


HE scholarly Manchester Guardian re- 
ports it, is amused, maintains that 
motor tourists in compact Britain need 
only the traditional English inn, kept by 


the butler and housekeeper who married 
and put their savings into it when the 
Squire died. 

But “Down Under” there are con- 
tinental expanses. 

Something more was needed by touring 
Australians. So, they discovered and have 
adopted that curious American institution, 
the motel—it is to be hoped with regard 
to British character. 

There must be an Australian way of life, 
developing like our own. 

It may not now have swimming pools, 
air conditioning, television. 

But it will have them. 

And room phones, with direct dialing, 
automatic message recording. 

Something to watch, chums, in Aus- 
tralian commercial departments. 





No Hurry about Such News! 
_.. UNION has come a long way in good public relations and 


smart merchandising of telephone service since the dark times of yes- 
teryear when a telegraph messenger, in a residential district, was often re- 
garded as the harbinger of bad news—misfortune or accident, if not a visit 
of the grim reaper. Gone are the days when neighborhood children would 
follow the Western Union boy at a respectful distance to see if the lady who 
answered the door to receive the telegram would faint—as she often did. 
Nowadays, Western Union brings us flowers, money, birthday and other greet- 
ings, pec messenger will even sing. But Stanton Delaplane, in his whimsical 
column in the San Francisco Chronicle, recently raised the question whether 
it is not carrying things too far to use the wires to bring the nonessential or 
even unimportant too forcefully to our attention. Delaplane wrote in his de- 
partment: 

"A lot of communication comes to me by telegram. 

"| have no wish to break Western Union's rice bowl, but | think wires 
should be reserved for urgent news. 

"| slit open the yellow envelope with my thumb. 

"Sally Rand, queen of bubble dancers who thrilled two generations, 
opens at... 

"This is not the sort of thing to telegraph about. It only reminds me | 
am the first of two generations who were thrilled by Sally. (The second one 
is no bunch of kids, either.) 

"A gloomy thought. Send me such news by ox cart.” 
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Mother Bell 
Needs Some New Friends 


Was her research penalized in the recent toll rate ruling? Cer. 
tainly it was not weighed in that decision. Suppose the man in 
the street knew more about Bell "labs" as a unique American 
institution. His opinion might affect rate cases, and regulation. 


By JAMES H. COLLINS* 


HE other day, Mother Bell was 

asked a very good question: “Why 

do you spend so much money on re- 
search? Wouldn’t it be better to cut out 
the expense of Bell Laboratories, and re- 
duce telephone rates?” 

It was not put in just that way. 

What actually happened was _ that 
Washington reduced long-distance rates 
nearly a million dollars a week, which is 
about half the Bell money appropriated 
for the laboratories. Company money, 
that is—there is also government money, 
spent for the government on defense re- 
search, which does not figure in company 
research. 

Speaking for the Bell system, Mr. Kap- 
pel said the ruling penalized good re- 
search, and good management, and asked, 
“What about the long-range interests of 
the public?” 

Anything touching toll rates affects in- 
dependent companies, perhaps even more 
than Bell, and, speaking for them, Hugh 
A. Barnhart, president of Rochester 
Telephone Company, Inc., Rochester, 
Indiana, said that Washington, which in 


oe writer, resident in Washington, 
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the past had protected their interests, 
been their Great White Father, had in 
this decision apparently forgotten them 
altogether. 

This question did not enter into the 
ruling. How far telephone research has 
improved service, and kept rates within 
reason, was not asked. In such decisions, 
old Washington hands know that one 
thing is taken with another, and you get 
a ruling that is not what one interest 
hoped for, but satisfies some other in- 
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terest, and everybody adjusts, as the tele- 
phone rate people did, going to work im- 
mediately on new schedules. 


B” why millions are spent by Bell 
Laboratories is still a good question. 
It has not really been asked. It is compli- 
cated, tough, and needs perspective. 

First, the American telephone system 
in toto, independents and Bell, has been 
likened to an enormous electronic ma- 
chine, on the order of a computer, that 
puts anybody in this country in touch with 
everybody, and increasingly in other 
lands. It serves industry with many dif- 
ferent kinds of communication facilities. 
It seeks to lower business operating costs. 
It would be a startling probe to find out 
just what almost any business concern’s 
expenses would be without telephone 
service. And for an individual or a fam- 
ily, in an emergency, this great computer 
is available instantly, for a single message 
in a year. 

Second, this machine has been built up 
by private enterprise, without government 
subsidies, out of earnings. In most other 
lines of business such expenses can be 
passed along to the customer, but Bell 
Laboratories are supported entirely out 
of regulated profits—practically bank in- 
terest. 

Third, during the first quarter of this 
century, this system was improved and 
extended chiefly by invention. It had a 
great deal of manual labor. It was an 
electrical business, and electricity was 
rather simple stuff until, one night, an 
inventor heard a mysterious voice that 
changed it into an electronic business. 

Lee De Forest had an experimental 
electrical setup that might be compared 
to Bell’s, and heard a strange effect that 


was the third anode, which he developed 
into his audion. In 1910 he broadcast 
Caruso’s voice by radio, in 1916 broad- 
cast news, and Bell used it in continental 
communication about the same time. It 
opened up vast new fields for electronic 
research, and set the stage for Bell “labs.” 


“Hi-Fi” in the Maternity Ward 


C happened that the writer had some 
early experience of telephone research. 

At the end of that quaint old First 
World War, when it was Western Elec- 
tric research, done in the West street 
laboratory, in New York city, ground-to- 
plane radio had just become an actuality. 
Too late for that war, but significant for 
the next one. 

Washington had dubbed all such de- 
velopments “Liberty,” or “Victory,” im- 
plying that they were government 
achievements. This for patriotic, or per- 
haps political, purposes. There was a 
Packard auto motor considered a mon- 
ster in its day, and talked of in connec- 
tion with planes. It was called the “Lib- 
erty motor,” and set engineers thinking 
of 1,000-horsepower engines. Planes 
were still kites. Some of the plane manu- 
facturers after that war made wheelbar- 
rows. These companies that had made 
such contributions to the war effort 
wanted to register the facts, and the writer 
embodied them in articles. 

The director of the West street labora- 
tory at that time was Dr. Frank Jewett, 
who showed me around the shop. 

“Listen to this music, and tell us what 
you think,” he said, one day, taking me 
into a small auditorium. From some hid- 
den source came phonograph music, but 
of a different quality from that of the 
acoustical records of the day. 
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“That’s the symphony orchestra, in 
Carnegie Hall,” I was told. “It is recorded 
with a mike high up, as an audience hears 
it. It is electrical recordings, not acousti- 
cal, and gets more of the values. The 
phonograph people have been coming in 
here, listening, going away to talk it over, 
coming back . . . we don’t know yet what 
it will be used for.” 


| samwubind the electronic phonograph 
appeared. That was “Hi-Fi” in its 
birthday suit, and the forerunner of tape 
recordings, broadcast programs, news re- 
ports—the world would before long be 
telling the news as well as printing it. 
Radio itself was still to appear. 
Another device shown me was a ma- 
chine that reproduced a picture on a spin- 
ning cylinder, and transmitted it to an- 
other machine across the room. They 
did not know what that could be used 
for, either, but these inventions fore- 
shadowed Bell research of today, its 
policy, to develop new things of promise 
for the telephone business, whether or 
not immediate commercial uses were seen. 
“Why spend money on such things?” 
might have been asked then. “Why not 
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reduce telephone rates instead?” Pioneer- 
ing went on, and eventually such contriv- 
ances brought in abundant revenue, from 
new telephone services. 


That American Hero, the Inventor 


HEN De Forest heard electrons ask- 

ing to be let out to do their stuff, 
telephone research was foretold. About 
fifteen years later, Dr. Jewett would con- 
vert Western Electric into Bell Labora- 
tories, and Mother Bell would have a 
different job of explaining why she 
spends money on research. 

“Research” has lately become a com- 
mon word in our daily speech. What it 
means, the fellow in the street does not 
understand. The high school student con- 
sulting the encyclopedia will tell you, con- 
fidently, that he is researching. 

While it was used chiefly among scien- 
tists, they pronounced it “research.” 
When the man in the street began to use 
it he said “research,” which still brings 
an academic chill among scientists, to 
whom “search” is significant. But the 
dictionary says both forms are acceptable. 


Publicizing Bell Lab 
Research Not Easy 


. populace talks familiarly about re- 

search, but without the understanding of 
an organization like Bell "labs." This makes 
the job of explaining difficult. Some way 
will have to be worked out, if there is to 
be public opinion back of the laboratories 
when rate cases are weighed. What people 
think of in connection with our progress is 
the American inventor, that odd-ball who 
has been with us since the legendary 
Yankee sat on the fence and whittled out 
a gadget to do his work for him. 
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The inventor is a person. He has an 
idea for a cream separator, a barbed wire 
fence, a telephone, and stubbornly sticks to 
it. His idea is likely to be cockeyed—see 
patent records. He does not search for new 
knowledge, is intent only on what may 
make his idea work. He will be ridiculed, 
kept waiting in offices, starved, swindled. 
His idea may be stolen—for story pur- 
poses it is always a formula in an enve- 
lope, something hidden back of a loose 
brick. A Goodyear monkeys with vul- 
canizing, fails again and again, one day 
drops a piece of rubber on a stove— 
Eureka! Henry Ford picks up a piece of 
steel from a wrecked French car, and it 
is lighter, stronger than any steel he 
knows, is vanadium steel, is just what he 
needs to put America on wheels. 


po loves the inventor, and long 


after he has starved to death, will 
put him in the Hall of Fame. He cor- 
responds to the British radical who, if he 
can manage to escape hanging, will some 
day be knighted. 

It is sometimes apprehended that or- 
ganized research will do away with the 
inventor. But consider him in his latest 
manifestation, Buckminster Fuller, one 
of whose self-supported domes covered 
our exhibits in Moscow, and stole the 
show. To the Russian populace, it was 
the American gadget of gadgets. A nice 
place, Moscow, for the American without 
honor in his own country—go to Mos- 
cow, the loud new international sounding 
board for fame and publicity—and maybe 
votes. 

For years, says his Boswell,’ Fuller 


1“The Breakthrough of Buckminster Fuller,” by 
Robert W. Marks, New York Times Magazine, 
August 23, 1959. (Mr. Marks is writing a book 
about Fuller.) 
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was derided by engineers, mathema- 
ticians, and technologists generally, his 
“math” regarded as on the lunatic fringe, 
himself rated as a Jules Verne character. 
He has the odd-ball marks of the in- 
ventor, does not smoke, drink, when he 
gets money puts it into more tools, lives 
on soup. But he is sweet-tempered; 
waited for the public to grow up to his 
idea—such a simple idea, to do more and 
more with less and less—an inventor true 
to type, but with advanced knowledge— 
an American inventor for our own times. 


Instead of the Odd-Ball, the PhD 


ee the inventor is a job of 

story telling, he is the underdog, the 
individual pitted against Bigness, David 
with a smooth stone from the brook to 
tackle Goliath. 

Explaining Bell “labs” is telling a story 
without any hero, any villain, any heroine 
tied to the rails. 

Suppose that, a few years back, Mother 
Bell had wanted some domes to cover 
her multiplying possessions, something 
lighter, quicker, and cheaper than steel or 
concrete. She would have set up a re- 
search battery for this particular quest. 
As a research director I know, in an- 
other industry, phrases it, “We'll put a 
bunch of PhD’s on this—we have hun- 
dreds of them.” 

In time, that team would come up with 
something as good as Fuller’s domes, 
maybe quite different, maybe a magnetic 
dome, an inductive cover, on the order of 
the container now being sought for hy- 
drogen for power, at 10 million Fahren- 
heit. 

If Fuller had gone to Bell with his 
idea, he would have been directed to get 
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patents, to protect himself as well as Bell, 
and if his idea were rejected, would have 
been told that the thing was being worked 
on along different lines. His idea might 
have been adopted, as was the De Forest 
audion. 


. might well be that somebody on the 
team, or the group itself, would qualify 
for a Nobel prize, for some basic scien- 
tific discovery, such as that for the dem- 
onstration of the wave-nature of matter, 
awarded Bell’s Clinton J. Davisson, joint- 
ly with George P. Thomson, of England, 
in 1937, or the three Bell scientists who 
developed the transistor, in 1956. 

Imagine an old-fashioned press agent 
being called in to publicize such a success, 
for the better understanding of the man 
in the street. He might get the team to- 
gether for a group photo. 


“Heck, they don’t look like scientists!’ 
he would wail. “They might be vice presi- 


dents of banks, or account executives. 
How can you get the newspaper reader, 
the TV viewer, to believe that these boys 
have done something for him?” 

If Hollywood thought that a film of 
that project would have box-office appeal, 
it would make the scientists look like 
scientists to the movie audiences, with 
wigs a la Einstein, shirt sleeves a la Edi- 
son. 

It would have spies all around, steal- 
ing secrets. It might resort to the gim- 
mick used for the story of the late Je- 
rome Kern, who said of the film, “In my 
life there have been no ladies, so they put 
some in.” 


No Millionaires, No Big Bangs 
i pcncenl Bell Laboratories with the 
Pentagon, from the angle of popular 
understanding, public support when rate 
decisions are being made, money appro- 
priated. 


THE PENTAGON is constantly giving the public a choice between a tax cut 
and continued spending for defense. Everybody understands a tax cut, politics 
enter in. But there is always a majority for continued defense. Millions of 
Americans have served or are in the Armed Forces. There is a technical basis 
for understanding, absent in telephone research. The Pentagon is constantly 
in the news, firing off missiles, putting up mice and monkeys, letting off big 
bangs. It has Generals, Admirals, flyers, big shots from business. It is an in- 
stitution. Its finances are practically unlimited. On the contrary, Bell Labora- 
tories has no "'brass,"' lets off no big bangs, is financed out of no public ap- 
propriations. It is staffed by scientists on salary, about as likely to get rich as 
college professors who stick to teaching because they like it. 


It is a fact seldom mentioned that there 
are no millionaires in the telephone busi- 
ness, which is a business that has always 
belonged to the public, and run for it by 
men on salaries that hardly compare with 
those in unregulated business. 

The general public has a dim conception 
of Bell Laboratories as a scientific organ- 
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ization. They have not had much publicity 
as such, nor has publicity been sought. 
New discoveries are announced right 
along, the public sees rabbits pulled out of 
hats. But the organization itself, and the 
farsighted policies that make these mar: 
vels of science possible, have not been very 
clearly explained—are hard to popularize. 
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np LABORATORIES now employs be- 

tween ten and eleven thousand per- 
sons, in New Jersey and Manhattan. One- 
third of these are scientists—physicists, 
chemists, mathematicians, engineers, with 
some psychologists and other specialists in 
social science, because telephone research 
involves understanding of people, how they 
act, what they like and dislike, especially 
what they will find use for, and buy. An- 
other third of the organization consists of 
technical people, assistants to the scien- 
tists. And the final third is made up of 
clerical workers. 

About eight or nine of the scientists are 
engaged in specific projects, “applied” re- 
search. Around 500 work on projects 
involving ‘“‘pure” research. 

The line between pure and applied re- 
search is not very definite, but generally 
“pure” means searching for new knowl- 
edge, and “applied” means practical. Prac- 
tical research may develop needs for new 
knowledge, and in a research organization 
like the Bell “labs”’ it is often necessary to 
decide how far to go into the abstract to 
adhere to the practical. Bell management 
is credited with making such decisions 
very ably. They are hardly likely to fasci- 
nate the general public. 


Pure and Applied—The Transistor 


1) than twenty years ago a Bell re- 
search team was formed to investi- 
gate the behavior of electrons in solids, the 
“solid state” in contrast to the behavior 
of electrons in vacuum tubes. This deals 
with certain metals that are only fair con- 
ductors of electricity, semiconductors. It 
was pure research to the extent that new 
knowledge was sought, and applied re- 
search in that it might have practical re- 


sults for the telephone system. Other 
laboratories might have undertaken the 
same investigation, but did not. Mother 
Bell did, says Francis Bello, in an excel- 
lent Fortune article about the laboratories 
from the scientific angle.* The project was 
started by Dr. Mervin J. Kelly, then a 
laboratory vice president. 

For chief theorist, William Shockley 
was hired from Massachusetts “Tech,” 
but the Second World War interrupted 
the project. When it was resumed, in 1945, 
a young physicist, John Bardeen, was add- 
ed to the team—he had distinguished him- 
self in solid state physics. The team con- 
centrated on silicon and germanium, semi- 
conductors. 

“To explain the failure of one of Shock- 
ley’s pet schemes for building an amplifier 
out of a semiconductor,” relates Francis 
Bello, “Bardeen proposed a new theory 
about the behavior of electrons on the sur- 
face of solids. In the course of testing the 
new theory, Walter H. Brattain, a gifted 
experimentalist, then made some provoca- 
tive observations about electron flow un- 
der certain conditions. 

“The upshot was that Bardeen and Brat- 
tain devised what is called the point-con- 
tact transistor, an amplifier that worked 
differently from the one visualized by 
Shockley. Concurrently, the ingenious 
Shockley conceived a brand-new variation, 
called the junction transistor, and it is upon 
this version that most development has 
been concentrated.” 


. = quest took ten years, during 
which there was nothing to interest 
the general public. It might have led to 


2“The World’s Greatest Industrial Lab,” by 
Francis Bello, Fortune, November, 1958. 
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nothing. And when the first experimental 
transistors were developed, there was noth- 
ing much to say, except to suggest that, 
when the difficulties of cost had been con- 
quered, fitting the delicate hand-made 
transistors for mass production, perhaps 
the man in the street could have a radio 
set small enough to go in his pocket. 
For the time being, he could be shown a 
picture of the transistor, which looked like 
a bug. 

Ten more years were to pass before the 
real uses of the transistor were found in 
“miniaturization,” now going on. Receiv- 
ing sets, electrical appliances, and many 
kinds of manufacturing equipment, are 
being made smaller with transistors, now 
made by many factories in this and other 
countries. 

The payoff in the telephone sys- 
tem is something the public can under- 
stand, as a factor in rates, for transistors 
make it possible to build smaller ex- 


changes, to consolidate several exchanges 
in a building that was formerly needed 
for one. 

“If you can see it,” says a plant engineer, 
“it is too big.” 

The transistor conforms with Buck- 
minster Fuller’s idea—to do more and 
more with less and less. 


The Nobel Prize Never Awarded 
NOTHER Bell research that illustrates 
the difficulty of explaining work in 
progress, the lag between research and re- 
sults, and the line between “pure” and 
“applied,” is the one given Karl Jansky, a 
fledgling physicist, in 1928. He was twen- 
ty-two, and he was set to track down noises 
giving trouble in the Bell overseas radio- 
telephone. 

Noise has always bothered Mother Bell. 
As her service gained distance, it lost 
quality by noise of many kinds, some of 
it even generated by subscribers’ voices. 


JANSKY FOUND that most of the noise came from lightning flashes, 
some halfway around the world. But there was a steady hissing that 
came from a particular region of the sky, and this was found to be 
coming from an area in our galaxy 27,000 light years away. Up to that 
time, astronomers had studied the universe by looking at it and photo- 
graphing it, through larger and larger telescopes, also analyzing it 
spectroscopically. Now it could be heard! It was broadcasting radio 
programs. Jansky had discovered the basis of radio astronomy. He 
would probably have received a Nobel prize had he lived—Jansky 


died in 1950, at forty-four. 


Belk laboratory policy on this discov- 
ery left off with the knowledge that made 
it possible to clear up the transatlantic 
radio service. Mother Bell will carry on 
pure research to the point where applied 
requirements are served, but does not go 
off into the wild blue yonder of abstract 
research. Radio astronomy was left to 
others. The Navy is now building, in the 
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mountains of West Virginia, a radio tele- 
scope with a600-foot diameter bowl, about 
the size of the Yankee Stadium in New 
York. It will have a range nineteen 
times greater than the 200-inch telescope 
at Palomar, California, theoretically 38 
billion light years, according to the Scien- 
tific American, perhaps greater than the 
range of the observable universe. It may 
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answer some of the questions about the 
size, age, and history of the universe; may- 
be the one most debated, whether it is 
static, or exploding. 


The Times Are Ripe for Understanding 
F pane from building public opinion that 
might be helpful in rate regulation, 
and financing, there are other ways in 
which Bell Laboratories could benefit by 
understanding of its organization. 

The times seem to be ripe for it. 

There is a young generation coming up, 
educated in science, interested in the work 
of such an organization, capable of dis- 
cussing it with people not so educated. 
Some of them are destined to join in it, 
could be inspired to do so by more infor- 
mation. 

Then, the economists are holding out 
bright promises for our future. Tomor- 
row, the man in the street is told, he will 
have a $10,000 pay check, there will be a 
thousand billion dollar gross national pro- 
duction, a car for every member of the 
family, one swimming pool outdoors and 
another indoors, a week-end house away 
from it all, more leisure, more travel, a job 
that will be mostly supervisory, executive, 
push button to do work. 

“He will have a one-hour week,” scoffs 
a cynic, “gyro to the office to pick up his 
pay check. Why not? Just project the 
curves!” 

However, there is somebody else look- 
ing toward a bright tomorrow—lIvan, 


with his whole soul concentrated on be- 
coming what we are today. By then we 
ought to be far ahead. Until Ivan put up 
his sputniks two years ago, we rated him 
as a hopeless laggard in technology, educa- 
tion, and production. It may well be that 
he fed us some of the dope about his back- 
wardness. Our cold war with him was 
thought of in military terms. 


‘ ODAY, we see that Ivan is out to beat us 

in research, production costs, trade, 
prestige. He has alerted us to shortcom- 
ings imposed upon ourselves by overcon- 
fidence. Yesterday, the American visitor 
coming back from Russia was asked, “Will 
the Communists attack?” Today the in- 
terest is in a score, “Are the Russians 
ahead—or still behind ?” 

Mother Bell has her vision of tomor- 
row. 

“Tomorrow, every child born into the 
world will be given a permanent telephone 
number,” says one Bell executive. “When 
he is able to talk, he will be given a wrist- 
watch set, with push buttons and a view- 
ing screen. He will be able to call up any 
other child in the world, and see him on 
his screen, and the instrument will auto- 
matically translate languages.” 

It is no secret that Bell Laboratories has 
practically all the elements of such a sys- 
tem in the works. One research not yet 
mentioned is : “What will the directory for 
such a system be like?” 

Probably an electronic memory. 





“CONGRESS should not wait too long before tax reform is decided upon 
and put into effect. There is grave danger we will wait until a recession gets 


deep to do something about it." 


—LOTHAIR TEETOR, 


Former Assistant Secretary of Commerce. 
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Hector’s Heresy Stirs the Press 


aren of editors of daily newspa- 
pers, especially in Washington and 
New York and in the financial circles, are 
expressing some degree of interest, if not 
admiration, for the unorthodox conduct 
of Louis J. Hector. He is the Miami, Flor- 
ida, lawyer who came to Washington in 
1957 to become the newest member of the 
Civil Aeronautics Board. In mid-Septem- 
ber, however, he resigned and at the same 
time informed President Eisenhower in a 
72-page memorandum that he no longer 
felt that the CAB was performing a use- 
ful function. (An earlier critique of CAB 
by Hector was reported in Pusiic UTIL- 
ITIES FORTNIGHTLY, September 24, 1959, 
on page 513.) Hector did not confine his 
blast to the CAB, with which he may have 
some fair degree of familiarity in the less 
than two years he has served. He also 
leveled criticism at the federal regulatory 
commissions  generally—the Federal 
Communications Commission, the Fed- 
eral Power Commission, the Interstate 
Commerce Commission, the Securities 
and Exchange Commission. 

What these editorial writers seem to 
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Washington and 


the Utilities 


overlook, with all due sympathy for Mr. 
Hector’s honest criticism and frustrations 
because of bureaucratic red tape, is the 
fact that his recommendations for correc- 
tion might be more destructive than the 
abuses he would like to correct. Yet, the 
White House is reported to be giving care- 
ful attention to Hector’s criticism of the 
federal regulatory process. That this de- 
velopment cannot be dismissed as only one 
man’s opinion is suggested by the contin- 
ued investigation of the House Subcom- 
mittee on Legislative Oversight and 
pending legislation to amend the federal 
Administrative Procedure Act, which are 
viewed by both the regulatory commis- 
sions and the American Bar Association 
with much concern. 


Heer does not condemn federal reg- 
ulation, as such. On the contrary, 
he thinks it could be made more effective 
if the policy-making and administrative 
duties were transferred to an appropriate 
executive department, while judicial and 
appellate functions were transferred to an 
administrative court. He would leave in- 
vestigation and prosecution to the Justice 
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Department. But, he says, “an independent 
regulatory commission is not competent in 
these days to regulate a vital national in- 
dustry in the public interest.” The danger 
to regulated interests is that Hector’s 
sweeping proposal may be accepted too 
literally and drastic procedural changes 
seriously urged in Congress. 


+ precnaged Mr. Hector’s recommenda- 
tions, if carried out, would make 
mincemeat of the federal commissions. 
Be that as it may, his suggestions were 
hailed by the daily press simply because it 
is almost heresy for a federal officeholder 
to resign with the suggestion that neither 
he nor his agency is worth its keep, as far 
as the taxpayer’s money is concerned. The 
Scripps-Howard chain in a syndicated 
editorial stated : 


Mr. Hector has committed the heresy 
of quitting the job because he thinks the 
CAB “is not competent in these days 
to regulate a vital national industry in 
the public interest.” 

The gist of his thinking is that there 
is too much regulation in the air-line 
industry. It is being hobbled, he says, 
by a system which doesn’t work. If the 
government would just stick to protect- 
ing the public from excessive fares and 
unfair competitive practices, it could 
leave the details to the “free play of 
competitive forces.” 

The railroads, as recent develop- 
ments have illustrated, have been hob- 
bled, and very nearly put out of busi- 
ness, by overregulation. Judging from 
Mr. Hector’s comment, the airlines are 
threatened with the same affliction. 

What Mr. Hector said of the CAB 
is more or less true of all government 
regulating agencies. More Hectors on 
the agencies would help—but more 
Hectors in Congress would do better, 


for it is Congress which creates the 
agencies and turns them loose to wallow 
in a sea of red tape. 


_ New York Journal of Commerce 
agrees with Mr. Hector that in trying 
to be both prosecutor, regulator, and 
judge, the federal commissions are en- 
gaged in contradictory effort. “Each 
wears too many hats to wear any of them 
properly.” Yet the Journal of Commerce 
was alive to the danger of throwing the 
regulatory baby out with the bureaucratic 
bath. The Journal states : 


‘Criticism of the commissions is fre- 
quently as contradictory as the func- 
tions of the commissions themselves. 

On one hand it is charged that the 
commissioners mire themselves down 
in details at the expense of policy. On 
the other, it is said they hand over too 
much responsibility to their examiners 
—a case in point (involving air serv- 
ices in northwestern states) being that 
of a hard-working examiner who spent 
nearly two years collecting opinions 
and exhibits, digesting them and pre- 
paring his report, before the case ever 
came before CAB. 


To that we can say only this: Com- 
missions can take back some respon- 
sibilities handed to examiners, but only 
at the cost of miring themselves still 
further down in detail. They could, as 
a body, give even more weight to the 
claims and counterclaims of “inter- 
ested parties,” but only at the cost of 
slowing their actions up even more. 
They could speed up their decisions, but 
only at the cost of “due consideration.” 

Finally, the regulatory agencies 
could, like the federal courts, be insu- 
lated by law from outsides pressures, 
including those from Congress and the 
White House. But, operating in such a 
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legislative vacuum, an inevitable price 
would be even more horrendous clashes 
between the policies of one and those of 
another. 

We don’t doubt that the agencies can 
be improved. But these are factors to 
be borne in mind by anyone who sets 
out to do it. 


HE Baltimore Sun agrees that fed- 

eral commissions occasionally fall 
into a pattern of too much regulation, 
stating : 

Without going all the way with Mr. 
Louis Hector in his reasons for resign- 
ing from the Civil Aeronautics Board 
—and without reading the 72-page 
memo he sent to the President—it is 
possible to sympathize with him. He 
thinks the board is doing entirely too 
much regulating of an industry which 
could stand on its own feet. He also 
feels that if the CAB spent less time on 
regulating minute details of civil avia- 
tion, it could do some long-range think- 
ing about the industry as a whole. The 
details, he says, “could better be left to 
management discretion and the free 
play of competitive forces.” 


The Sun editorial spells out what it re- 
gards as a dangerous tendency towards 
overregulation on the part of the CAB: 


The safety of passengers and crews, 
and of groundings as well, demands con- 
trol by government over the standards 
of transport. To some degree, because 
of its national and international impor- 
tance, the economic health of the indus- 
try must be safeguarded, too. But the 
second or economic aspect has come to 
consume more and more of the agency’s 
time, and the political pressures inev- 
itable upon an agency which has almost 
dictatorial powers become increasingly 
evident. So the agency ends by regulat- 
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ing every conceivable aspect of the in- 
dustry’s day-to-day functioning while 
big issues hang on year after year with- 
out a decision. It is to be hoped that Mr. 
Hector’s memo will not disappear into 
a White House wastebasket. It may 
come in handy if some day the func- 
tions of the CAB get a long overdue 
overhaul. 


M®* HEctor’s concern over the short- 
comings of the CAB seems to have 
been sparked principally by its handling 
of the so-called Seven States case. In this 
case a CAB examiner was thrown into a 
complicated problem of working out a 
federally subsidized local air service with- 
out any ground rules or policy directives. 
After a long and tedious record sur- 
charged with propaganda and pressures 
from various sources, the examiner 
worked out a plan only to have the com- 
mission start the process all over again. 
The Washington Post comments on this 
criticism sympathetically, as follows: 


It seems impossible to quarrel with 
Mr. Hector’s thesis that, in policy-mak- 
ing cases of this kind, the agency 
should give general directions to its 
examiners so they will not waste time 
floundering in the dark. Likewise the 
need of the examiners for assistance in 
such mammoth tasks seems obvious. Mr. 
Hector is not thinking, however, in 
terms of such relatively modest adjust- 
ments. His challenge goes to the heart 
of the present policy of combining the 
whole range of regulatory power in a 
single body. He would give to the execu- 
tive branch the functions of “rule mak- 
ing, policy formulation, planning, and 
routine administration.” The task of 
“deciding major litigated cases and of 
hearing appeals” would then be assigned 
to a special expert tribunal. 
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Taking a quite different approach, 
he would also remove from regulation 
many of the small details with which 
the agencies now concern themselves 
and have them concentrate on the larger 
problems of unfair competition and ex- 
cessive profits. It is by no means cer- 
tain that application of these ideas 
would not lead to greater difficulties of 
a different sort, but we are glad that Mr. 
Hector has issued his sweeping chal- 
lenge to the present regulatory systems. 
Many of them are bogged down with 
cumbersome ritual and unnecessary 
formalism that ought to be confined to 
the adjudication of controversies. Per- 
haps it is time for some bold experi- 
menting as well as bold thinking. 


& 


Antifeatherbedding 


| ge unions’ demands for a $750 mil- 
lion increase in wages has been coun- 
tered by the railroads with a wage pro- 
posal that would cut $1 billion from the 
industry’s payrolls. In addition, the rails 
are preparing to put their “featherbed- 
ding” campaign into high gear. While the 
railroads claim that job practices in the 
industry cost them an unnecessary $500 
million a year in expenses, the unions 
maintain this figure is grossly exagger- 
ated. Some spokesmen for labor, however, 
have agreed there is some need for revi- 
sion of work rules in the industry. The 
average railroad worker earned $112 a 
week in 1958, a figure which is not out of 
line when compared with the pay of truck 
drivers, steel and other workers. 

The President recently declined to ap- 
point a presidential commission to investi- 
gate railroad working rules as he said he 
did not wish to interfere with collective 
bargaining. 


Amateurs Asked for Vanguard 
Communications Data 


| apres amateurs around the world are 
being asked by the National Acad- 
emy of Sciences in Washington, D. C., to 
record during the coming weeks as 
many transmissions of the new U. S.-IGY 
satellite, 1959 ETA (Vanguard III), as 
they can. 

Dr. Richard W. Porter of the acad- 
emy’s space science board issued the ap- 
peal through the American Radio Relay 
League. Dr. Porter is chairman of the 
earth satellite technical panel of the U. S.- 
IGY program, under which the Vanguard 
III experiments were developed. The 
satellite launched recently by the National 
Aeronautics and Space Administration is 
transmitting information about solar X- 
radiation, on a frequency of 108 mega- 
cycles. Scientists of NASA and the Naval 
Research Laboratory are anxious to ob- 
tain tape recordings of transmissions that 
show the effect of any solar flare which 
might occur when the satellite is below 
the Van Allen radiation belts, 

Notification of such flares will be sent 
out via the American Radio Relay League 
so that tapes for these periods can be sent 
to NASA. Persons making tapes are 
asked to retain them for at least forty- 
eight hours pending notification of flares, 
and to send in tapes only for the flare pe- 
riods. The satellite also carries a new type 
of magnetometer, to make more accurate 
measurements of the earth’s magnetic 
field. These data, however, will be stored, 
and transmitted only upon interrogation 
by special tracking stations. The satellite 
is orbiting the earth approximately every 
130 minutes at altitudes ranging from 
about 315 to 2,300 statute miles. Its bat- 
teries have an expected life of three 
months. 
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1959 an Outstanding Year for 
The Telephone Industry 


_ year 1959 has marked many im- 
portant developments for the two ma- 
jor telephone companies, American Tele- 
phone and Telegraph and General Tele- 
phone & Electronics. AT&T announced 
its long-awaited stock split (3 for 1), to- 
gether with an increase in the cash divi- 
dend rate to $3.30 on the new shares; no 
subscription rights were issued this year, 
but rights to convertible debentures seem 
a possibility some time next year. General 
Telephone announced its second big merg- 
er (in addition to the numerous acquisi- 
tions of small independent telephone com- 
panies over the years) ; Sylvania Electric 
was merged on a share-for-share basis 
and the word “Electronics” was added to 
the name. 

A large number of small telephone in- 
dependents are being acquired by larger 
companies, as the owners decide to retire 
or find it difficult to finance needed im- 
provements in service, and this trend ap- 
pears likely to continue. While holding 
companies such as General, United Utili- 
ties, Central Telephone, etc., are acquiring 
independents, the REA co-ops are enter- 
ing the pictue as well. Thus, about one- 
fifth of all independents seem to have been 
absorbed in one way or another in recent 
years. The formation of REA telephone 
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Financial News 
and Comment 


By OWEN ELY 


co-ops, and of small private companies 
financed with REA loans, which have ac- 
quired other groups of small independents, 
is a relatively new variation on the older 
theme. This REA financing trend has been 
especially noted in Illinois and Indiana 
and other states in the Middle West and 
Southwest. The ability to obtain an REA 
2 per cent loan up to 90 per cent of the 
purchase cost of these companies, adding 
only 10 per cent in equity money—thus 
providing high equity leverage at low 
cost—is doubtless tempting to local pro- 
moters despite the burdensome restric- 
tions which REA may attach to their 
loans. 


wm expansion in the telephone busi- 
ness was slowed by the recession 
in the first half of 1958, operations this 
year showed a sharp recovery in line with 
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that of other utility groups. Revenues of 
the Bell system for the three months ended 
May showed a gain of 10 per cent and 
for the first six months General’s tele- 
phone revenues gained 16 per cent over 
last year. (More recent gains may have 
been retarded by the steel strike, how- 
ever.) Net income made an even better 
showing; Bell’s earnings on average 
shares in the twelve months ended May 
31st increased to $4.94 compared with 
$4.39 in the previous twelve months, and 
for the calendar year 1959 earnings may 
approximate $5.20. General Telephone’s 
earnings for the twelve months ended 
June 30th were $3.32 versus $2.98 in the 
earlier period; and some further gain, 
possibly to as high as $3.50, appears like- 
ly for the calendar year. 

The Bell system has continued its wide- 
ly ramified research and defense activities 
in addition to maintaining the rapid 
growth of telephone facilities needed to 
match the increase in population and busi- 
ness activity. For defense purposes over 
8,000 miles of “bypass” routes have been 
built which avoid major population cen- 
ters entirely, so that if the latter should 
be destroyed by bombs communications 
could still get through. Now it is possible 
to interconnect any two major cities in 
the country without going through any of 
the “most critical” areas. Bell also remains 
active in many other divisions of the na- 
tional defense program. 


iso" improvements have been made 
in the cables which contain hundreds 
of individual wires. The first transatlantic 
cable to the continent of Europe was 
completed recently. Communications are 
now available to 125 countries and over- 
seas conversations increased 11 per cent 
last year. Other cables are being installed, 
and new devices will increase the capacity 
of the older ones. 


The third microwave radio relay route 
across the U. S. was completed in January 
and another is being built; the latest will 
handle 11,160 conversations at a time, 
over three times as many as the previous 
type. Today the Bell long-distance lines 
carry not merely conversation, but many 
other kinds of communications, such as 
pictures, computer or other data, TV pro- 
grams, control and metering signals, etc. 
Millions of people can now dial long-dis- 
tance calls without operator assistance. 
Billing is being mechanized by machines 
which can “read” cards and prepare bills 
automatically. Electronic data processing 
machines help with many clerical opera- 
tions. In its November, 1958, issue For- 
tune published twin articles on the Bell 
Laboratories and on “Tomorrow’s Tele- 
phone System,” giving technical details of 
the electronic switching system which 
will soon be introduced experimentally, 
and other scientific goals. 


— TELEPHONE is also getting 
into the research field very actively. 
In addition to the General Telephone Lab- 
oratories near Chicago (where some 250 
scientists and engineers are working on 
a variety of projects, including electronic 
switching), General acquired control of 
some 22 laboratories scattered from coast 
to coast when it took over Sylvania. The 
Sylvania Research Laboratories at Bay- 
side, New York, are devoted to “pure 
research,” and the nine laboratories of 
the Electronic Systems Division are en- 
gaged in highly advanced research and 
development projects for the armed serv- 
ices. The remainder are engaged essential- 
ly in product development work. 
Recently a number of Wall Street 
analysts were invited to visit the Research 
Laboratories and the research scientists 
explained their principal projects. These 
include the development of electrolumi- 
nescence (for both lighting and image 
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display in which Sylvania is pioneering), 
spectrum research, extreme purification 
of metals, the new field of MASER, semi- 
conductor materials, etc. 

General’s meteoric rise from revenues 
of $61 million in 1949 to about a billion 
dollars’ revenues and manufacturing sales 
in 1959 is described in the September 
Fortune. Gross revenues of the system are 
now about 35 per cent utility and 65 per 
cent manufacturing, but net income is 54 
per cent utility and 46 per cent manufac- 
turing. This setup provides greater di- 
versification and reduces the proportion of 
the business which is subject to regulation, 
although on the other hand it introduces 
new competitive and cyclical factors. 


¥ 


Telephone Companies Allowed 
Returns of 6%-634 Per Cent 


i Wes telephone industry has been seek- 
ing rate increases during the past dec- 
ade largely to offset the constant rise in 
wage rates—compensation to employees is 
a much larger proportion of revenues than 
with the electric utilities—as well as the 
increased cost of senior capital. Figures 
for the rate increases obtained by the en- 
tire telephone industry are not available, 
but data for the two largest systems, com- 
prising about 90 per cent of the industry, 


are as follows: 
Millions 
Bell General 
System Telephone* 


*Includes moderate amounts related to adjust- 
ments in toll settlements with connecting com- 
panies. 

**Not included is a $50 million decrease in 
long-distance rates which was ordered by the 
FCC, a small part of which may be passed on 
to independent telephone companies. 


The Bell system has about $61 million 
of rate increase applications pending, but 
it appears somewhat doubtful whether any 
decisions will be forthcoming this year. 
General Telephone has about $9 million in 
increases pending. 


y= it is always dangerous to gen- 

eralize regarding rate matters, Bell 
has apparently obtained an average allow- 
ance of about 64 per cent on original cost 
in rate decisions of recent years, while 
General has averaged perhaps 62 per cent. 
In California, for example, General Tele- 
phone’s subsidiary was allowed a return 
of 7.1 per cent in the 1958 decision, .5 
per cent being included for “attrition.” It 
seems generally realized that General’s 
cost of money is somewhat higher than 
American’s, and it also operates in 
medium-sized communities and rural 
areas while Bell has many of the big cities. 


¥ 


Liberalized Depreciation—the 
Goodbody Study 


o ben Locke, public utility research spe- 
cialist of Goodbody & Co., has issued 
two statistical studies on liberalized de- 
preciation. He found that of 113 electric 
utilities, 25 companies are not using 
liberalized depreciation; of those who do, 
24 are using the “flow-through” method 
and are carrying the tax benefits of liber- 
alized depreciation through the income ac- 
count to surplus. On the other hand, 46 
companies are “normalizing” liberalized 
depreciation benefits to a reserve account ; 
10 are normalizing to restricted surplus; 
and 8 are normalizing to accumulated de- 
ferred taxes. 

Regarding accelerated amortization, 25 
out of 109 investigated are not using it; 
of those which are, 40 companies are nor- 
malizing the benefits to a reserve; 31 com- 
panies are normalizing to restricted sur- 
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HISTORICAL YIELD TRENDS OF UTILITY SECURITIES 
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plus account, while 13 are normalizing to 
accumulated deferred taxes. 

In the second study the effect on earn- 
ings and market value of the use of liber- 
alized depreciation and accelerated amorti- 
zation is studied (rapid growth utilities 
being omitted), and the results may be 
summarized for 83 companies as shown 
in table below. 

Mr. Locke stated: 


Apparently the market is not yet 
making much, if any, distinction be- 
tween companies using liberalized de- 
preciation and those not using it at all, 
nor is there any important difference in 
market appraisal within the various 
groups which do use liberalized depre- 
ciation, except Group 5, for which there 
seems no particular explanation. The 
flow-through group sells slightly above 
the largest normalizing group, but the 
premium is insignificant, and we doubt 
that it will increase. On the contrary, 
the market may gradually assign a 
somewhat higher price-earnings ratio 
to the normalizing companies, as inves- 
tors become increasingly aware of the 
unrevealed earnings existing under the 
normalizing method. 

Where the stock of a company with 
large per share amounts of normaliza- 
tion is available at the same price as a 
stock using the flow-through method, 
then (other factors being equal) pref- 
erence would seem to go to the 
normalizing company. This conclusion 


Av 


No. Ma 
Of 
Cos. 
18 
20 


Not Using Liberalized Depreciation ... 

Using Flow-through Method 

Normalizing to a Reserve 35 

Normalizing to a Restricted Reserve . 5 

Normalizing to Accum. Deferred Taxes 5 
*Using estimated 1959 share earnings. 
N.A. Not available. 


€ 


er. 
rket 


Price 
7/10/59 


appears warranted because the normaliz- 
ing company has unrevealed earnings 
represented by the amount it is cur- 
rently normalizing, whereas the benefits 
of the flow-through method are already 
being reflected in reported earnings. 


W: surmise that the answer to the 
puzzle may lie in the fact that, while 
the amount of tax deferrals (where 
allowed to flow through to income) is in 
theory not considered available for divi- 
dends, nevertheless in effect it seems to be 
so regarded. Thus we find that the last 
three groups in the table (which 
normalized) paid out an average of about 
68 per cent of earnings in dividends, dur- 
ing the twelve months covered by the 
Goodbody study, whereas the second 
group (which used flow through) paid out 
79 per cent of earnings if the latter had 
been adjusted for normalization. 

Since the rapid growth companies were 
eliminated from the study, the 83 stocks in 
the table were probably valued principally 
for yield. The group using flow through 
had an average yield of 4.20 per cent, 
whereas a weighted average of the three 
groups using normalization works out at 
about 4.29 per cent. 

While these figures are fairly close, it 
would seem more logical if the average 
yield were smaller for the companies 
which normalize, since the dividends 
would be somewhat safer. Possibly in- 
vestors ignore this, but on the other hand 
give some recognition to the fact that flow 


Ratio* 
Adj. for 
Flow 
Through 


N.A. 
16.07 
14.06 
14.00 
15.04 


Average Price-earnings 
Adj. f. 

Normal- 
tzation 
15.97 
18.75 
15.80 
15.53 
16.75 


As 
Reported 
15.97 
16.07 
15.80 
15.53 
16.75 
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through in itself introduces a small growth 
factor in share earnings—since the 
amount of tax deferrals increases almost 
automatically each year with a resulting 
moderate increase in share earnings; and 
this would tend to indicate the greater 
possibility of future dividend increases, all 
other factors being equal. 


¥ 


The 100 Largest Nonfinancial 
Corporations 
HE First National City Bank Letter 
for September tabulates the 100 
largest nonfinancial corporations, based 
on 1958 revenues. The list included four 
utilities: American Telephone and Tele- 
graph, General Telephone & Electronics, 
Consolidated Edison of New York, and 
Pacific Gas and Electric. (A fifth, Inter- 
national Telephone & Telegraph, was in- 
cluded among the manufacturing com- 
panies.) The 100 companies had 
aggregate sales or revenues of $142 billion 
in 1958; of this amount the utilities con- 
tributed $9 billion. 
The average company in this group has 


7 


invested some $21,000 per employee in 
plant, etc.—the largest amount being $98,- 
000 for the electric and gas utilities, com- 
pared with as low as $7,000 for aircraft 
manufacturers. The railroads invested 
$38,000 and the telephone systems $32,- 
000. 


The 100 largest companies reported 
10.2 million registered shareholders, the 
Bell telephone system alone having 1,625,- 
000. More shareholders than employees 
were reported by 62 per cent of the com- 
panies ; of course many employees are also 
stockholders. 


renee and other income taxes paid by 
the hundred companies totaled $5.9 
billion while miscellaneous taxes aggre- 
gated $5.5 billion. Thus total direct taxes 
took about 8 cents out of every sales 
dollar. (They take a toll of some 24 cents 
out of the electric utility dollar.) Net 
profit was considerably less than taxes— 
an average of 5.6 cents per dollar. Pre- 
ferred and common dividends combined 
amounted to 3.6 cents, and about 2 cents 
was left to be reinvested in the business. 


FINANCIAL DATA OF ELECTRIC UTILITY STOCKS 


9/23/59 Divi- 
dend Approx. 
Rate 


Price 
A 


American Elec. Power .... 
Arizona Pub. Serv. ....... 
Arkansas Mo. Power 
Atlantic City Elec. ....... 
Baltimore Gas & Elec. .... 
Bangor Hydro-Elec, ...... 
oe Ole ges Or 
Boston Edison 

Calif. Elec. Power 

Calif. Oreg. Power 

Sa. FAC. W9EN. ok sosce css 
ere OS ya See 
Cent. Hudson G. & E. .... 
Si i oO 2 Cee 
Cent. Ill. Light 

Soe, |e Ok re 
Cent, Louisiana Elec. ..... 
Cent. Maine Power 

Cent. & South West 

Cent. Vermont P. S....... 
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goer. r 
; 9/23/59 Divi- imSh. Price Div. Commun 
’ Price dend Approx. : CE 

aiciaaied Abou ‘ase “Pieid i530 Rene ‘sad Benity 
Cincinnati G. & E. ....... 150 647 177 
Citizens Util. “B”+ 53 4 19.4 
Cleve. Elec. Illum, ....... 1.80 17.5 
Colo.-Cent. Power 24 75 22.2 
Columbus & S. O. E. ..... 1.60 17.5 
Commonwealth Ed. 2.00h 15.8 
Community Pub, Serv. .... 1.00 15.3 
One St) 2 1.10 
Consol, Edison 
Consumers Power .. 
Dayton PW. 6.660% 
Delaware P. & L. .. 
Detroit Edison 
Duke Power 
Duquesne Light 
Past: WH ASSOC. ....000 
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Florida Power Corp. ...... 
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NortHer® 110... S, 600s: 
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Otter Tail Power 
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i: 

ner. A 

9/23/59 Divi. Recent In Sh. Price. Div. Comes 

(Continued) Price Approx. Share % In- Earns. Earn. Pay- Stock 
About Yield Earns. crease 1953-58 Ratio out Equity 


3.78Je NC 15.9 
*2.20Je NC 
1.66Jy 
*2.80Je 

1.67Au 
*1.45Je 
2.68Je 
2.42Je 
2.80] y 
1.25Au 
1.53Je 
*2.07Je 
*3.21Je 
2.05Je 


Boe To Ge 2 ae 60 
Yo OG gy 2 
ce 3 Serer 
SRI. ooo os vaca wou s 
Portland Gen. Elec. 
Potomac Elec. Pr. ........ 
Pub. Serv. of Colo. ...... 
Pan, ety, BOG, 2.00055 
Pan, Serv. OF ind. ........ 
Pub, Serv. of N. H. 

Pub. Serv. of N. M....... 
Puget Sound P. & I 
Rochester G. & E. ........ 
og iS ES 2 
San Diego G. & E. 
paveinan 1. ar. ........ 
Sierra Pacific Pr. ........ 
So. Calif, Edison 

So. Carolina E. & G. ...... 
Southern Colo. Pr. 
OS, © 
So. Indiana G. & E. ...... 
So. Nevada Power 
Southwestern E..S. ...... 
Southwestern P. S. ....... 
ES. 0 | ae 
Os Uo Oa er 
Toledo Edison 

Tucson G, E. L. & P. 
Union Elec. of Mo. ....... 
Orel Lo 
Upper Peninsula Pr. ...... 
Utah Power & Light 
Weretia 22 OP. oss. ae 
Wash. Water? ..<..00s 
West Penn Elec. ......... 
West Penn Power 
Western Lt. & Tel. ....... 
Western Mass. Cos. ...... 
Wisc. Elec. Pr. (Cons.) ... 
Wrasconsin 12° 1. . 6.6500 
Wisconsin P. 3S, ..2.2000 


4 


aot! | wankBaw 


SESSSSSyypn: 
oe 


=] 


~) 
_ dN 
BSN 
™ OC CWNROWDRWUANIWMA 


Cie tat woe el 
Wow min 
SSSSESRUS 

— 


— 


— 


= 


— 


DHRAESSAUHSWHwWNARANDSADNSDENRBWONNODHOOARMAwE 
WWHONADAHANWAGCRHOWUAWUA 


S 
O 
S 
> 
O 
S 
S 
= 
S 
O 
O 
> 
S 
> 
> 
O 
O 
S 
S 
O 
> 
5 
O 
O 
S 
A 
S 
> 
O 
> 
O 
O 
S 
S 
5 
S 
O 
O 
O 
> 
O 
S 


AAA AUN w pin w p 
So oe PPPOhMnne epppsaseeesbeeseepeeeeaaasrse 


eked odd ant tl td 
SHSSSESSSNSRRASRBEi? 


AWETARES <6é.00.00%0 4.4% 


Foreign Companies 

Amer. & Foreign Pr. ..... 9.5% $1.92Ma 
Brazilian Traction < P 5.0 { 
bi: 8 ©C Re ¢ oe : : 3.9 

Calgary Power : 2.2 

Gatineau Power : = 4.2 
JES COTE Pl 6.7 
Quebec Power 4.3 
Shawinigan Water & Pr. .. 2.2 


19.4 
*Deferred taxes resulting from liberalized depreciation are not normalized. If they had been normalized 
the price-earnings ratio would be higher. **On average shares. +Stock dividends (only) are paid on the 
“A” shares, D—Decrease. NC—Not comparable. A—American Stock Exchange. O—Over-counter or out- 
of-town exchange. S—New York Stock Exchange. Ja—January; F—February; Ma—March; Ap—April; 
My—May; Je—June; Jy—July; Au—August; Se—September ; Oc—October ; N—November ; De—Decem- 
ber. b—Also 5 per cent stock dividend May 1, 1959. c—Also 5 per cent stock dividend June 10, 1959, f—Also 
stock dividend of one-half per cent quarterly. h—Also 23 per cent stock dividend December 1, 1959, in- 
cluded in the yield. i—Also 15 per cent stock dividend January 29, 1959. j—Also 3 per cent stock dividend 
(paid each year end) included in the yield. k—Also 5 per cent stock dividend payable February 20, 1959. 
m—Also 5 per cent stock dividend June 15, 1959. n—Also 10 per cent stock dividend November 20, 1959. 
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What Others Think 


The Role of Wages and Valuation in 
Telephone Utility Regulation 


T° an amateur economist there might 
seem to be unnecessary confusion in 
discussions of original versus reproduction 
costs in determining rate bases for the 
regulation of public utility rates. The 
same thinking prevails when depreciation 
theories are discussed. In like manner, 
discussions of original versus reproduction 
unnecessarily confused. 

Both in determining depreciation meth- 
ods, in formulating rate bases, and in 
establishing wage rates the confusion ap- 
pears to arise from a lack of thinking in 
fundamental terms. Too many people 
think and write of money as actually be- 
ing capital, rather than as the medium of 
exchange at the moment and a convenient 
means of measuring relative amounts of 
material goods. Too many people think 
and write of money as being profits, 
wages, depreciation charges, prices, etc., 
rather than as a means of expressing the 
value, volume, or relationship of these 
elements of business. 

For example, the United Steel Work- 
ers are quoted in the press as claiming 
profits are “too high.” What they mean 
is “you could hold prices at present levels 
and increase our wages by reducing prof- 
its a like amount.” They seem to forget 
that “too high” in terms of money is rela- 


tive. Too high for what? Too high for 
whom? They seem to imply they want 
more money for themselves to spend, or 
save now and spend later. If what they 
suggest were done, the inevitable result 
would be constant inflation. For with 
more money they will be willing to spend 
more of it for a given article. Hence the 
value of money in terms of material be- 
comes less. And with profits in terms of 
money less, the owner or stockholder 
(who may be a union member) has less 
money to buy more capital with from his 
profits. The business must then borrow 
money on credit to buy capital, which is 
more costly than using retained earnings 
(that is, profits not paid out as dividends). 
So, prices must increase, and we have an- 
other inflationary push and we are back 
full cycle. All because people think of 
money as being something tangible rather 
than as merely a medium of exchange—a 
device to represent specific amounts of 
material goods or services at a given time. 


I" utility rate regulation a similar mis- 
use of money arises. Some regulatory 
bodies say, “We can allow you to earn 
only on the money people have invested 
with you.” They seem to want a utility 
to earn only on the capital they have in 
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terms of past money. They do not seem 
to consider the current value of the capi- 
tal itself that the money bought when it 
was used as a medium of exchange at the 
time of investment. This is familiarly 
called the original cost theory of deter- 
mining rate bases. 

The utilities counter with the follow- 
ing argument. They say, “The original 
cost theory is fair if you can get the same 
amount of capital, of material goods, for 
the same amount of money at all times. 
But this doesn’t happen. Capital—wire, 
cable, poles, buildings—costs us more 
money now. It takes a certain amount of 
capital plant to serve a customer. He 
should pay for using that plant. If we 
have to invest in a new pole for him, be- 
cause he used up the old one, he should 
pay a rate that will enable the owner to 
buy a new pole at the current, higher 
prices, and still have a reasonable rate of 
return or profit in terms of current money. 
Therefore our rate base, our capital, 
should be based on current prices, on cur- 
rent money values for like capital.” This 
is the reproduction cost theory of deter- 
mining rate bases. 


Or course there are the middle-of-the- 

roaders on both sides who hope to 
resolve this difference in theory by com- 
promise. Either as regulators helping the 
public get good service by helping the 
utility fight inflation, or on the utility side 
trying to run a sound financial business to 
serve the public well for the long term 
in the face of inflation, they seek to 
achieve a balance between these two dia- 
metrically opposed theories. They say, 
“Let’s recognize there is validity in both 
theories and use both. Let’s use 65 per 
cent of one and 35 per cent of the other, 
because that’s the relationship of our 
equity and debt capital in terms of the 
source of money we used to buy capital.” 
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(See Business Week, July 18, 1959, page 
47.) This compromise, or one like it, is 
called the fair value theory of determin- 
ing a rate base. 

But to whom is it fair? Is it fair to the 
customers? All this time he has been 
crying, “Your rates are too high.” Mean- 
ing of course that he wishes he had to 
give the utility less money for its services, 
regardless of their worth to him, which is 
difficult to calculate, so that he could have 
more of his money to spend on something 
else. 

But, is it fair to base his rates on a 
valuation of capital that is a judicial com- 
promise in which he has little direct voice: 
Is it fair to the worker to base his wages, 
his portion of operating expenses, on the 
owners’ profits which in turn are based 
on compromise valuation of capital? Is 
it fair to the owner to limit his return on 
his investment by arriving at a compro- 
mise value of his capital rather than its 
true value? 


HE “fair value” theory is not really 

fair to anyone if we look at it in this 
light. As in any compromise, no one is 
treated fairly, but everyone is treated 
equally unfairly. 

Should not everyone, owner, worker, 
and customer, pay or be paid in money 
for the service they get or the service they 
give, in relation to what the service ac- 
tually costs or to what they could get else- 
where for the same contribution? 

Disregarding such intangible factors as 
seniority benefits, pension “equity,” etc., 
workers could theoretically work any- 
where. Their wages should therefore be 
based on what they would get for the 
same effort and skills in other businesses 
in the same locale. They should be paid 
for what they do regardless of the own- 
er’s level of profits or the financial intri- 
cacies of rate base determination. Their 
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treatment should be based on wage sur- 
veys and fringe benefit practices of the 
locality they work in, as determined by 
joint worker-management action; 1.e., by 
“collective bargaining.” 

In like manner, the owners should get 
reasonable profits considering what they 
would get if they had invested in other 
businesses, with proper consideration of 
the relative risks involved. 

The third leg of our proverbial three- 
legged stool, the customer, should pay 
rates which: (1) cover all operating ex- 
penses, including wages and the complete 
replacement of the physical capital con- 
sumed in giving him service; and (2) also 
provide reasonable profits for the owners. 
This is eminently fair for all concerned. 


N° in order to determine accurately 
both these rates, the customers’ rate 
of charge and the owners’ rate of return, 
it is self-evident, I believe, that we must 
first determine what the owners’ capital 
really is. Is it money, or is it the physical 
property the money bought at the time of 
investment? Favoring the latter view is 
the fact that what the customer uses, 
what made the enterprise possible, should 
be controlling. The money was simply an 
easy way of obtaining the actual physical 
capital; it was simply the medium of ex- 
changing title to that property. 

To use an extremely simple case, let us 
use the item of poles. Ten years ago, $100 
would pay for three telephone poles in 
place, ready to render service. Today $100 
will buy only two poles in place. If the 
owner invested $100 ten years ago, he 
literally owned three poles. It is the same 
as if he actually furnished the poles, as 
some rural subscribers do to avoid excess 
construction costs. Obviously, it is much 
more practical to use money for the great 
majority of capital investments. But 
fundamentally the fact remains the owner 


furnishes poles and the customer uses 
poles, or some other capital property. 


Gace the customer uses the poles until 
their life is exhausted, the owner 
charges him for that use and also for re- 
placing used-up poles with new ones. The 
first part of that charge, the “rental” part, 
is really what comes to the owner as prof- 
its after all expenses are paid. Profits are 
his payment for risking his money in poles 
when he could have risked it in some other 
asset of another company. 

In effect the owner says, “I want 25 
cents per month rent every month you use 
my pole. And, of course, I still retain title 
to three poles.” He bases the “rental” on 
his estimates of what he could have done 
elsewhere with the same capital invest- 
ment. 

The customer says, “I shall gladly 
pay all your operating expenses, including 
replacement of exhausted property, and 
shall also pay the return you ask for using 
your property.” 


he leave our simple example for a min- 
ute, it follows then that this portion 
of the customer’s rate, the “rented” part 
that gives the owner his return, should be 
based on the original cost of the invest- 
ment. That is to say, the rate base for de- 
termining rate of return should be on an 
original cost basis. No other position is 
tenable, since it is not logical to ask the 
customer to pay rent for something the 
owner did not provide. We must also use 
original cost in order to set the “reason- 
ableness” of the owner’s rate of return. 
Only in this way can we determine what 
the owner would have received if he had 
invested the same amount of capital mon- 
ey in another business at that time. And 
thus, bearing in mind the relative risks 
involved, we can establish by judicious in- 
vestigation what his rate of return on his 
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original investment in the utility should 
be. 

But if we do use original cost for the 
rate base, how will we compensate the 
owner for the effects of inflation? How 
will we maintain his property rights in- 
tact? 

To go back to our example, how can 
we guarantee the owner he will always 
own three poles when we can only buy 
two replacing poles with the same amount 
of money he originally furnished? The 
customer has said he will pay all operat- 
ing expenses, “including the cost of any 
plant I use up.” But if we recover only 
$100 from him, as the years go by, the 
owner will only have two poles, to replace 
the three he furnished. That is to say, his 
capital has been diminished in value by 
the inflation of money. He or someone 
else must furnish additional money just 
to keep the business going. 


_ attrition of capital is the result of 
the unsuitability of a managed mone- 
tary unit of changing purchasing power 
to serve as a medium of expressing, over 
a period of time, a man’s capital worth, 
his wealth. 

To carry our little example to a con- 
clusion, continuing inflation would mean 
the owner would eventually have no cap- 
ital property left at all. As a side problem, 
management would continually face, as it 
does now, the task of raising new addi- 
tional capital money just to keep the own- 
er’s capital property rights intact. 

The answer to these problems lies in 
that operating expense known as deprecia- 
tion charges. These charges should be 
based on the reproduction cost of plant 
in place rather than on its average origi- 
nal cost as at present. 

How can this be done? How can we 
keep the owner’s capital intact through de- 
preciation charging? The present practice 
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in most utility accounting is to establish 
retirement units, such as groups of sim- 
ilar items like poles of a particular class 
and height. The life of these units is then 
calculated by the engineers using past life 
data, etc. Then, as units are retired, the 
remaining life of those units not yet re- 
tired is determined. The original cost of 
the units in service is calculated on an 
average basis. This is an average original 
cost since the costs are adjusted as new 
units are added and old ones are retired. 
The result of the averaging is the depre- 
ciable plant or money value of existing 
plant at its average original cost as it was 
acquired. 

By actuarial analysis, the monthly 
charges are then determined from the 
estimated life and average original cost, 
usually on a straight-line basis. 


1. proposed practice would differ 
from this only in that the cost used 
to determine the cost of plant in service 
would be the latest cost incurred in ac- 
quiring the latest units of that type. That 
is, the reproduction cost. This cost would 
be calculated against the remaining life of 
all plant in service regardless of its cost 
when placed in service, to establish the 
money value of existing plant. This, in 
fact, is its value in terms of current 
money. 

And this is what the customer should 
pay as an operating expense for using up 
capital plant. 

These charges, of course, are placed on 
the balance sheet in the depreciation re- 
serve. When a plant unit is actually re 
tired its original cost is usually deducted 
from this account plus the cost of remov- 
al less salvage, if any. There is no reason 
for any change in this procedure. Natural- 
ly, then, the depreciation reserve will get 
larger as inflation occurs. It should. It 
should get larger by the amount of the in- 
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flation cost. And by the procedure suggest- 
ed above it will do just this. 

Now suppose we should happily go 
through a period of deflation. Just the re- 
verse will happen. The customer will be 
charged depreciation only on the basis of 
replacing plant at current costs. He will 
not be charged excessively by replacing 
old inflated money with new deflated mon- 
ey. He will be charged for the actual 
physical plant at current costs in money. 


Ww: submit that present depreciation 
V practices are fair to the owner and 
customers only during periods when 
prices fluctuate above and below a norm. 
During periods of ever-increasing infla- 
tion, the average original costs never 
catch up with current costs. Like the hare, 
they never quite catch the turtle. But a 
depreciation practice based on reproduc- 
tion costs would be fair to all, since it is 
based on the current money value of the 
physical plant in service. 

In summation, it is suggested that the 


three legs of our stool will be treated fair- 
ly when: 

1. Labor is paid wages comparable to 
what they would get in other businesses 
in the area for similar productivity, ef- 
fort, and skill. 

2. Owners are paid a reasonable rate 
of return on their original investment. 
Reasonable, that is, considering what 
they would receive if they had made 
the same investment at that time in 
other businesses, taking into account 
the relative risks involved. 

3. The customer pays rates which 
give labor fair wages, owners a reason- 
able return on their investment, and 
which guarantee the owners, at the 
same time, that their property will be 
replaced as it is used up in service with- 
out the need for additional capital. 


This can be done through collective 
bargaining for wages, by using original 
costs in establishing rate bases and repro- 
duction costs in determining depreciation 


charges. 
—R. R. V. 





The Future of Independent Telephony 


t ie continued public demand for tele- 
phone service, along with the awak- 
ening of the telephone companies to the 
fact that they are in direct competition 
with other services and products for the 
consumer dollar, has created an ever- 
mounting problem for most companies. 
Not only does the demand for new cap- 
ital continue but it increases as more fa- 
cilities are required and the demands of 
the public for the latest developments in 
telephony increase. This demand for 
change by the public is stimulated by na- 
tional and news releases by the Bell sys- 
tem and independent manufacturers along 
with the merchandising efforts of the op- 
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erating telephone companies themselves. 

From the public standpoint this is good 
for it has forced operating companies to 
realize that they do not have the monop- 
oly they thought they had. As pointed out 
previously, operating companies now 
realize they are in competition for the 
consumer dollar, which means that they 
not only have to attract interest, but they 
must give the consumer value for his dol- 
lar if the service is not going to be priced 
out of the market. 

In addition, the operating company 
must produce a sufficient rate of re- 
turn on invested capital to continue tuo 
attract new capital. A failure on the part 
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of the operating company in either or both 
of these will result in its falling by the 
wayside. 

Management of most operating com- 
panies has met this dual challenge head 
on, with the result that better manage- 
ment is continuously developing within 
the industry. 

Not only top management but em- 
ployees are becoming far more cost con- 
scious. It is also realized that in becom- 
ing more cost conscious service to the pub- 
lic must continue to improve for public 
relations today has become vitally impor- 
tant. 

Any operating company to continue to 
be successful must at all times have the 
public on its side. Each company must be 
considered by the public to be a good citi- 
zen of the community or communities it 
serves. This means its management and 
employees must take an active part in 
community affairs. 


. addition to being cost and community 
conscious, the operating company 
must be continuously on the lookout for 
new means of increasing its revenues. 
This is not a case of grabbing every new 
gadget or service that comes along and 


trying to force it on the customers. Care- 
ful study and survey must be made to 
determine whether or not the gadget or 
service fills a need or desire of the com- 
munity and if the community is willing 
to pay a price that will give the company 
a fair return on its investment. 


N™ methods of operating also require 
careful study to be sure savings and 
better service will be the result. 

In some cases the construction of your 
own toll lines within the territory served 
will prove a means of additional revenue, 
but, here again, careful study is required. 

Some of the smaller companies do not 
have the personnel to make the studies 
required. Their best bet may be to com- 
bine with other companies. This may not 
only help them in other respects but in- 
crease their purchasing power to a point 
where better prices may be available. 

The future for the independent tele- 
phone companies is bright, only where 
management improves itself to meet the 
challenges. 

—W. S. KINGMAN, 
Executive vice president, 
Chenango and Unodillo 
Telephone Corporation, 

Norwich, New York. 





Telephone Industry Shows Big Growth 


lie telephone industry is expanding 
at a rate that would put approximate- 
ly 121 million telephones in service in 
the United States in 1970—or about 50 
million more than at present—the Com- 
munications Industries Division, Busi- 
ness and Defense Services Administra- 
tion, U. S. Department of Commerce, 
said in a recent study. This study is one 
of a series being made by BDSA to assist 
industry in programing. 
The division forecast, based on what is 
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considered a moderate estimate of the 
country’s population growth, business ex- 
pansion, new homes, rebuilt housing, and 
new families, puts the prospective 1970 
level at double that for 1956. 

The telephone density trend in the 
United States indicates that in 1970 there 
will be approximately 56.6 telephones per 
one hundred population, compared with 
roughly 39 telephones per one hundred 
population in service at the end of 1958. 
From January, 1951, to December, 1958, 
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66.6 Million Telephones 
(36.25 per 100 Popuietion) 


43.0 Million Telepnones 
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the number of telephones in the nation in- 
creased from 43.0 million to 66.6 million. 
In spite of the business slowdown dur- 
ing 1958, there were approximately 3 mil- 
lion telephones added to the nation’s total, 
a number slightly greater than the total 
population growth of the country. 
Estimates for 1959, including results 
thus far, indicate that the number of new 
telephones to be placed in service will ex- 
ceed population growth of the country by 
more than 500,000, giving the nation 
more than 70.5 million telephones by the 
end of the year. The telephone growth 
rate this year approximates 5.5 per cent 


as compared with an annual population 
growth of 1.6 per cent. 


* a improvements and the 
broadened services and facilities the 
industry offers have placed the telephone 
within reach of the entire business and 
social community, thus increasing impor- 
tance to the user, all of which contributed 
correspondingly to continuous healthy ex- 
pansion, the BDSA Communications Di- 
vision says. 
The accompanying chart illustrates the 
trends on which the division study is 
based. 
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World Atomic Agency Accord 


oHN A. McConzg, head of the Atomic 
Energy Commission, reports that full 
agreement has been reached between 
the United States and.the Soviet Union 
to support the East-West International 
Atomic Energy Agency in its efforts 
to promote the peaceful use of atomic 
energy. 

McCone declared that his recent Wash- 
ington talks on mutual exchange of non- 
military information with his Russian 
opposite number, V. S. Emelyanov, led to 
the understanding that the IAEA agency 
“is becoming a useful instrument and that 
its activities should be expanded.” 

One practical result, the AEC chairman 
said, is to step up the exchange of Amer- 
ican and Soviet nuclear scientists. McCone 


is presently representing the United . 


States as head of the American delega- 
tion to the third annual IAEA general 
conference in Vienna. 


The March of 
Events 


FPC Sets Fiscal Record 


HE Federal Power Commission has 

approved the construction of a record 
$763 million of natural gas transmission 
facilities in the fiscal year ended last June 
30th. 

The total, according to an agency 
report, topped the previous record of 
$725.4 million authorized in fiscal 1951. 
A major factor underlying the fiscal 1959 
upsurge was Supreme Court support for 
the FPC’s rate-making procedures for 
pipeline companies. 

The largest single authorization for 
1959 was one that amounted to $169 mil- 
lion in construction. It went to Tennessee 
Gas Transmission Company, Houston, 
Texas. The company, which operates 
from Texas to New England, got ap- 
proval to build 1,073 miles of pipeline 
and compressor stations capable of 104,- 
250 horsepower. 


Alabama 


City Questions Gas Rate 
Petition 
HE commission of Birmingham has 
asked the Alabama Public Service 
Commission if it is going to intervene in 
a hearing to be conducted on a gas rate 
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increase for which the Southern Natural 
Gas Company has asked approval by the 
Federal Power Commission. 

Attorney Mayer Newfield pointed out 
that the situation is more urgent than it 
was in 1958 when Southern Natural won 
increases totaling more than $11 million. 
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These boosts also resulted, he said, in 
Alabama Gas seeking approval of $4,675,- 
000 in rate increases. 

The increased rates now being asked 
by Southern Natural would bring in a 
total of $10,135,000 in additional reve- 
nue, Newfield said. This would make the 


average price of gas from 32.1 to 36.6 
cents per thousand cubic feet, he declared. 

In addition, Alabama Gas already has 
said it will ask the commission to grant 
a further increase of its rates to cover the 
greater cost of the gas it buys from 
Southern Natural. 


Florida 


with the findings of the commission on 
how the tariffs should be applied. 


Tariff Revisions Ordered 


I July the Florida Railroad and Pub- 
lic Utilities Commission authorized 
Tampa Electric Company to increase its 
rates for electricity so as to produce $1,- 
585,000 in additional annual gross 
revenue. 

However, when the utility filed its pro- 
posed tariff changes with the commission, 
they were disapproved. The reason given 
was that the company was attempting to 
impose the entire increase on its residential 
and small commercial customers. The 
commission felt the increase should be 
spread more equitably among other classes 
of service. 

Tampa Electric did not offer revised 
tariffs, but filed a petition for reconsider- 
ation, insisting the increase be imposed as 
it wished. Upon review, the commission 
ordered that the company either submit 
reliable cost-to-serve studies to enable the 
commission to determine the best way to 
impose the increase in rates or to go along 


Gas Franchise Deferred 


,. 2 utility franchise has been held up 
for the Houston Corporation by 
officials of the city of Miami, pending 
a ruling by the state on claims that the 
company charges consumers too much. 

Officials will ask the city commission 
for a delay because of the increase in gas 
rates to minimum consumers. Under the 
old Florida Gas Company operation, the 
minimum rate was $1.10, but this rose to 
$2 when Houston Corporation took over. 
The new rate was approved by the Florida 
commission. 

More than 40 per cent of Miami nat- 
ural gas users would fall into the minimum 
rate class. Spokesmen for both the city 
and Houston Corporation agreed that the 
city has now power to control rates 
charged by the company, but the city has 
to approve Houston Corporation’s opera- 
tion in issuing a franchise. 


Missouri 


Finds Gas for 10,000 Homes 


te. development of a gas field in the 
Freeburg area has made it possible 
for the Illinois Power Company to prom- 
ise natural gas for an additional 10,000 
homes in the St. Clair-Madison county 
area this coming winter. 

According to the company the new gas 
field consists of about 5,000 acres and 


contains an estimated six billion cubic 
feet of natural gas. This amount is sufh- 
cient to supply half of the company’s de- 
mand for one heating season. When it is 
exhausted, the company will utilize the 
field as a storage area. 

The 10,000 gas users who will benefit 
from the new supply are in the Belleville, 
East St. Louis, Edwardsville, and Litch- 
field areas, a company spokesman reported. 
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New York 


ICC Approves Rail Loan 


i Rn Interstate Commerce Commission 
has approved a federal guaranty of a 
$40 million loan for the New York Central 
Railroad. 

This is the largest loan the ICC has 
agreed to underwrite since Congress 
passed legislation permitting such guar- 
anties last year. 

It brought to $45.5 million the total of 


loans the agency has approved thus far 
to assist the railroads. New York Central 
said it would use the proceeds and other 
funds to construct three large electronic 
train classification yards with centralized 
control and other equipment. The actual 
lenders of the funds will be eight large 
insurance companies which will charge 
5 per cent interest. The loans are limited 
to 15-year terms. 


Pennsylvania 


Seeks Funds to Fight Utilities 


eres City Solicitor David Stahl 
has asked the city council for $10,000 
more funds to supplement his $25,000 
budget to help fight rate increases by 
utility companies. 
Stahl had this to say: 


Although it is impossible to measure 
exactly in dollars and cents the results 
of our protests against utility rate in- 
creases, it can be safely said that the 
total savings in suspended increases to 
city consumers this year alone are at 
least a half-million dollars. 


In 1959 the city of Pittsburgh has pre- 
sented arguments to the public utility 
commission opposing rate increases by 
Manufacturers Light & Heat Company, 
Peoples Natural Gas Company, Equitable 


Gas Company, and South Pittsburgh 
Water Company. 


Gas Hike Sought 


HE Equitable Gas Company of Pitts- 

burgh has asked the state public 
utility commission for a rate increase 
amounting to $1,706,700. D. B. Beecher, 
president of the company, said this would 
cost residential heating customers about 
36 cents a month more and nonheating 
customers about 11 cents additional each 
month. 

Equitable serves 239,000 customers in 
Allegheny and six other western Penn- 
sylvania counties. The company president 
also said that the increase is necessary to 
meet the rise in prices charged Equitable 
by two of its major wholesale suppliers 
whose increased rates are now on file with 
the Federal Power Commission. 


Texas 


Fight City’s Power 


wg Texas utility companies have tak- 
en their fight against city-fixed rate 
scales to the federal district court. The 
Glen Oaks Utilities, Inc., and Greenfield 
Utilities Corporation have filed a petition 
for a temporary restraining order against 
the city of Houston’s regulatory powers. 
The petition alleges that the companies’ 
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constitutional rights have been violated 
in that they were denied the due process 
of law in the city’s enactment of a rate 
ordinance affecting their operations. 

This action asks the federal court to 
enjoin the city of Houston from filing 
criminal charges against the two compa- 
nies for failure to collect rates specified 
by city ordinance, or from fining the 
utilities. 








Trends and Topics 


Attraction of Capital to Meet Service Demands 


a of capital has long been recognized as an important factor in 
fixing a fair rate of return, since utility companies must compete in the 
money markets to obtain funds needed for expansion of facilities to provide 
service. Numerous opinions on this subject are discussed in “Rate of Return,” 
by Ellsworth Nichols, at page 70. Even when there is no present need for new 
capital, this is a factor to be considered, according to a Wisconsin supreme 
court ruling in a case involving the Wisconsin Telephone Company during 


depression years (30 PUR NS 65, 287 NW 122), reviewed in “Rate of Re- 
turn” at page 94, 


Financing Construction Program 


Now there is a real need for expansion and improvement of facilities. Rapid 
development of suburban areas and, with respect to telephone companies, con- 
version to dial operation, require large amounts of new capital. An accelerated 
population growth was an important factor in the recent decision by the Wash- 
ington commission in the West Coast Telephone Company case (29 PUR3d 
308). The company needed new capital to accomplish an accelerated construc- 
tion program to meet pressing service requirements. There was a need for a 
drastic reduction in the number of held orders for regrades and a compelling 
necessity for enlargement of various base rate areas. Earnings ranging from 
between 6.25 per cent and 6.50 per cent on total capital would maintain the 
company’s credit and financial stability and enable it to raise requisite new 
capital. 

The commission said that in order to enable the company to improve its 
financial structure and procure new capital for the program, a rate of return 
at the upper limits of the range was fair and reasonable. It was estimated that 
under the new rates the company would earn a return of 6.46 per cent. 


Capital Required to Meet Customer Needs 


The West Virginia commission, quoting the Supreme Court in the Hope 
case (51 PUR NS 193), approved the fundamental principle of rate regulation 
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that a utility has a constitutional right to a return which will insure its financial 
integrity so as to maintain its credit and attract capital. The commission then 
said that this is not only to protect the stockholders but also to make sure that 
the company can expand and provide for the needs of its customers (27 PUR3d 
365). 
The Illinois commission, in a rate proceeding involving Southwestern Bell 
Telephone Company (6 PUR3d 41), said that public utilities are entitled to 
such a return as will enable them to attract capital for the natural growth that 
they must have in order to provide the service demanded by the public. The 
Minnesota commission, in fixing rates for Northwestern Bell Telephone Com- 
pany, considered the effect of a large-scale construction program (2 PUR3d 
33). 
The Virginia commission, in fixing rates for Chesapeake & Potomac Tele- 
phone Company of Virginia, took into consideration the company’s program | 
for eliminating certain toll charges for shorter distances and providing toll-free 
calling, or extended area service, between exchanges, which would necessitate 
substantial construction expenditures (21 PUR3d 239). The Florida commis- 
sion, in determining the earnings requirement of a telephone company engaged 
in an extensive construction program, referred to the necessity of considering 
the fact that there were more stations in service at the end of the year and that 
permanent capital had increased per station because of the inflationary effect 
of the high cost of construction (17 PUR3d 126). and 
The Kentucky commission, in fixing rates for Southern Bell Telephone & = 
Telegraph Company, said that it was unsound to reduce earnings to the level wee 
where expansion to meet service demands is curtailed. The commission must % F 
exercise a sound and wide discretion in allowing a return to permit the utility any 
to raise capital for needed expansion. The return must be sufficient to insure 
investor confidence in order that the company may raise capital necessary to 
improve and expand its service in keeping with the public need (18 PUR3d TI 
113). sion, 
The Connecticut commission, in fixing water rates, said that it could not the r 
ignore a major capital expansion program, found by the commission to be must 
necessary. Its impact upon the attendant need for attracting capital required jecte 
consideration of current investor requirements (2 PUR3d 452). need. 
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The South Dakota commission, in the Northwestern Bell Telephone Com- 
pany case, said that a company should not expect to realize its usual rate of 
return during an immediate future period in which it undertakes an unusual 
construction program (23 PUR3d 321). An abnormal increase in plant was 
said to be a nonrecurring item which might distort the return showing until 
the increase in revenue-producing units could catch up. The same commission, 
in another case, said that the fact that the Rural Electrification Administration 
had advised a telephone company that unless it secured a rate increase it would 
not be given the additional loan funds necessary to complete a modernization 
project was not a controlling consideration (8 PUR3d 22). 
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The Virginia commission, in one case, seems to have accepted the Wisconsin 
commission view which was rejected by the state court, mentioned above. It 
said that evidence as to attraction of capital was irrelevant as to a bridge com- 
pany which was gradually liquidating itself and which had no occasion to 


attract capital (19 PUR3d 1). 





Review of Current Cases 


Property Additions during Interim Rate Period 
Entitled to Consideration 


HE Alabama supreme court placed the 

Southern Bell Telephone case on the 
rehearing docket for the limited purpose 
of discussing further what it had said in 
its original opinion, reversing and re- 
manding a lower court judgment setting 
aside a commission order in a rate pro- 
ceeding. Both the Alabama commission 
and the telephone company had petitioned 
the court to state mure definitely what it 
had intended with respect to the remand- 
ment. For previous opinion see (1959) 
26 PUR3d 400; for commission decision 
see (1954) 4 PUR3d 195. 


Consideration of Future Needs 


The court pointed out that the commis- 
sion, in determining a fair net return on 
the reasonable value of a utility’s property, 
must consider the utility’s future or pro- 
jected needs. The determination of such 
needs in the future more often than not 
will be based on estimates. If such esti- 
mates of needs are entitled to considera- 
tion, then surely actual experience during 
the period in which the rates are to be 
effective should be entitled to considera- 
tion, 

Actual experience would certainly 
furnish better evidence of the utility’s 
needs than an uncertain estimate. 

The court pointed out that the problem 
on remand was how and to what extent 
changes in the company’s property owner- 


ship during the five years that the in- 
creased rates had been in effect should be 
considered in arriving at the reasonable 
value of the property for rate-making pur- 
poses in the new hearing. Should the com- 
mission consider the property owned and 
used by the company in its business, and 
the reasonable value thereof, as of the 
time of filing the original petition for in- 
creased rates, and only such property and 
value, without regard to the actual prop- 
erty owned and used and the reasonable 
value thereof during the interim period? 
The court thought not. 


Actual Requirements 


If a utility at the time of a hearing on its 
petition for increased rates shows that the 
requirements of its business, in order to 
provide service, called for enlarging of 
plants, facilities, and equipment, evidence 
as to such requirement actually made or to 
be made is entitled to due consideration by 
the commission in determining the rates, 
the court said. In this case, where there 
had been a period of more than five years 
during which increased rates had been in 
effect, the actual requirements, as evi- 
denced by what had actually occurred dur- 
ing the interim period, should be given due 
consideration. 


Effective Date of Rates 
It seemed to the court that the commis- 
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sion could properly make the rates opera- 
tive from and after the time they actually 
had been in effect. If it be determined that 
an increase in rates is proper, said the 
court, the commission is empowered to 
provide a different increase for certain 
stated periods during the time from that 
date until the final order is made. During 
one period, there may be a proper basis 


for fixing rates different from those dur- 
ing another period due to a difference in 
factors which might bear on the rates from 
time to time. For instance, such factors 
might well vary sufficiently from time to 
time so as to justify a different rate for 
different periods of time. Alabama Pub. 
Service Commission v. Southern Bell 
Teleph. & Teleg. Co. 113 So2d 503. 


Company’s Right to Refuse Restoration of Service 
Preventive, Not Penal Measure 


HE Pennsylvania commission ordered 

a telephone company to restore serv- 
ice to a customer whose phone had been 
disconnected by the company upon receipt 
of a letter from the chief of police stating 
that the customer’s telephone was being 
used for gambling activities and request- 
ing discontinuance. The company, without 
any inquiry or investigation, had prompt- 
ly removed the telephone. 

The commission pointed out that it was 
unnecessary to pass upon the alleged 
criminal nature of the conduct of the cus- 
tomer. Its primary concern was with the 
likelihood of future use of telephone serv- 
ice for illegal purposes. No such likelihood 
appeared in the instant case. 

The commission made it clear that it 
viewed the refusal of restoration of serv- 


ice as a preventive measure to be utilized 
where there is a likelihood of further use 
for illegal purposes, not as a penal measure 
for punishment for past activities. 

The evidence showed that the customer 
had been a bona fide operator of a gas 
service station for more than six years. A 
telephone was necessary for the conduct of 
his business. He had had no previous 
criminal record, and there was no evidence 
of the continuation, or of any intent to 
continue, the activities about which the 
criminal complaint had been lodged. There 
were no reasonable grounds for assuming 
that the customer would use the telephone 
service, if restored, for unlawful pur- 
poses. Cuzzola v. General Teleph. Co. of 
Pennsylvania, Complaint Docket No. 
17163, July 20, 1959. 


Telephone Service Properly Refused for Use in 
“Sports Publication” Business 


sae Sports PUBLICATION, proposing 
to conduct a business of selling selec- 
tions of horse race winners and racing re- 
sults, sustained a serious setback at the 
hands of New Jersey Bell Telephone Com- 
pany and the New Jersey board. An appli- 
cation requesting the installation of 20 
telephones for use in the proposed business 
was denied, and the board upheld the com- 
pany when the applicant petitioned for an 
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order to require the needed service. 

According to the testimony of an ad- 
mitted “handicapper,” offered for the ap- 
plicant, three selections of winners of 
horse races at local tracks would be pro- 
vided by telephone, daily, to the applicant’s 
customers for a charge of $10 a week. As 
an added service, at no cost, the applicant 
would provide racing results to the cus- 
tomers. 
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The company contended that the pro- 
posed business would be aiding and abet- 
ting illegal off-track wagering and that 
the furnishing of telephone service to the 
business would be in violation of law. 
Furthermore, the county prosecutor had 
requested the company to refuse service 
because of the unlawful nature of the 
undertaking. Under a tariff provision the 
company has a right to terminate or refuse 
service upon objection by any govern- 
mental authority. 


e 


On numerous occasions the board has 
upheld this tariff provision as reasonable 
where the company knows or reasonably 
believes that telephone service will be used 
illegally. 

The state board must assume that the 
action of the county prosecutor in this 
proceeding was based on good motives and 
adequate facts, said the board, indicating 
that it would not pass upon the propriety 
of his action. Re New Jersey Bell Teleph. 
Co. Docket No. 11263, July 31, 1959. 


Commission Rules on Payments to Affiliates and Cost of 
Capital in Granting Telephone Rate Increase 


{ hae Washington commission granted 
a rate increase to General Telephone 
Company of the Northwest designed to 
yield a rate of return of approximately 
6.5 per cent. The commission adheres to 
the principle previously stated that part 
of the income tax savings brought about 
through the filing of a consolidated in- 
come tax return should be credited in 
proper amount to the participating sub- 
sidiary company, but it found that in the 
instant case there was inadequate support 
in the record for the particular allocation 
proposed by the commission staff. Like- 
wise the commission found no clear sub- 
stitute allocations supported by the record. 
Accordingly, it deferred any adjustment 
at the time. 


Affiliated Interests 


The General Telephone Corporation 
owns 100 per cent of the stock in General 
Telephone Company of the Northwest. It 
also owns, through ownership of 78 per 
cent of stock of Associated Telephone & 
Telegraph Company, a number of manu- 
facturing and sales companies which do 
business with a large number of United 
States and some foreign subsidiaries op- 
erating telephone companies. General 


Telephone Corporation also owns stock 
of both Leich Electric Company and Leich 
Sales Corporation, as well as of Electronic 
Secretary, Inc. It owns 78 per cent of 
Automatic Electric Sales Corporation be- 
cause of the public interest in their direct 
parent, Associated Telephone & Tele- 
graph Company. These manufacturing 
and sales subsidiaries do business with the 
operating company. Less than 42 per cent 
of the combined sales of General Tele- 
phone system manufacturing and sales 
companies are being made currently to the 
domestic telephone operating companies 
in the General Telephone system. The bal- 
ance of sales are made on a highly com- 
petitive basis to nonaffiliated customers. 
In view of these facts the commission 
said that the success or failure of the man- 
ufacturing and sales company is directly 
related to the same type of competitive 
and economic factors with which most 
other industrial concerns are constantly 
faced. Prices charged by Automatic Elec- 
tric and Leich companies for goods and 
services must necessarily be competitive. 
The telephone company contended that 
although it had furnished information as 
to return on average net investment, it 
was neither proper nor practical to meas- 
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ure the reasonableness of profits on the 
sales of any manufacturer or distributor 
by comparison with what might be con- 
sidered to be a reasonable rate of return 
in the case of a regulated utility. Alloca- 
tion of a portion of the average net invest- 
ment of the affiliates to transactions in- 
volving the operating company results in 
an insignificant average net investment be- 
ing assigned to the company in connection 
with equipment sales. The “impropriety 
of the return on average net investment 
is magnified in the case of competition re- 
lating to the supply and carrier sales” be- 
cause they are manufactured by others 
and only distributed by Automatic Elec- 
tric Sales Corporation and there is little 
investment required on the part of the 
distributors. 

In the opinion of the commission, the 
reasonableness of charges by the affiliated 
companies for goods and services to Gen- 
eral Telephone Company of the North- 
west is more properly to be tested by the 
percentage of profit on sales than the per- 
centage of average net investment. The 
evidence failed to disclose that prices paid 
to the affiliates were above those which 
were fair and reasonable. Moreover, the 
commission decided that General Tele- 
phone Directory Company provides a bet- 
ter directory service at lower cost than 
the operating company could provide for 
itself. The arrangement between the com- 
panies whereby the directory company 
sells and publishes directories was said to 
be fair and reasonable. 


Rate Base 

Investors, said the commission, should 
be allowed to earn on the funds which they 
have dedicated to the firm’s operating use, 
but they should not be allowed to earn on 
funds which the ratepayers have provided. 
The staff found that supplied funds did 
exceed net investment and that operations 
were generating funds for use as working 
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capital, with the result that it recom- 
mended a 1.35 per cent allowance for 
working capital. The commission adopted 
the staff’s determination. 

The commission approved a staff 
recommendation that the dollar amount of 
the plant acquisition adjustment arising 
from the purchase of Richland properties 
be excluded. The present record was said 
to be inadequate to support inclusion in 
the rate base of this particular plant ac- 
quisition adjustment. 

The commission said it preferred to use 
its traditional method of determining rate 
base by computing the average of monthly 
averages of plant devoted to the public 
service instead of an end-of-period rate 
base. 


Cost of Capital and Rate of Return 

The commission gave extensive consid- 
eration to testimony as to the cost of capi- 
tal and fair rate of return. The major 
problem was the determination of the cost 
rate of equity. The method of comparing 
earnings of a group of nontelephone utili- 
ties was disapproved. 

There was some questioning as to the 
handling of embedded costs; 7.¢., the un- 
amortized costs of preferred stock pre- 
viously called and no longer outstanding. 
The commission said that a witness did 
not include such embedded costs in the 
cost of preferred, but included them in 
using a lower pay-out and hence a higher 
cost rate of common equity. It was said 
that to include the embedded costs in the 
cost of preferred, and to use the cost rate 
of equity, would be sheer duplication. The 
commission, after analyzing the testimony 
as to cost of debt, preferred, and equity 
capital, concluded that a rate of return 
between 6.25 per cent and 6.50 per cent 
was fair. 


Spread of Rates 
There was said to be nothing in the 
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record to support the company’s proposal 
to decrease rates for supplemental equip- 
ment, and the commission was of the be- 
lief that, with the exception of two items 
in that category which should be decreased 
to bring them in line with adjustments au- 
thorized in other categories, the same 
should be denied. 

The company proposed to change its 
present method of a fixed and nonrecur- 
ring charge for colored telephones at time 
of installation to a recurring monthly rate. 
This proposal was disapproved. The com- 
pany proposed that the monthly rate for 
local exchange service be based on a 
colored telephone with a discount of 25 
cents per month for subscribers with black 
telephones. The commission said that 
while this policy might be desirable at 
some future date, it appeared to be pre- 
mature at the time, as only a small per- 


HE Ohio commission authorized a 

small telephone company to increase 
rates upon a showing that, after deduction 
of operating expenses, the company would 
earn a rate of return of 2.36 per cent, 
which was insufficient. The principal rea- 
son for seeking increased rates was the 
company’s need for additional funds to 
make repairs and improvements to plant. 
It was also said that expenses had in- 
creased and it needed additional revenues 
so that wages might be increased and ex- 
perienced employees retained. 

The company had been hard hit by a 
flood and had not been able to meet all ex- 
penses incurred in having to rebuild some 
of its lines. It had agreed to grant a wage 
increase to employees, but was unable to 
make this increase effective because the 
present rates did not provide sufficient 
revenue. The proposed rates would result 
in an increase of about 35 per cent in 


4 
Service Complaints No Bar to Rate Increase 


centage of the company’s telephones pres- 
ently in use were colored. Furthermore, 
the subscribers with colored telephones 
had paid the fixed charge. 

The commission denied a proposed re- 
duction for business telephone extensions 
associated with an increase for residence 
telephone extensions. There was said to be 
nothing in the record to show that the 
present business rates were excessive. 

The company for many years has col- 
lected the same rates for four-party and 
rural service. It proposed that rural rates 
be 25 cents per month higher than four- 
party rates in the various station availabil- 
ity groups. The commission did not find 
any justification for making such a change 
at the time. Washington Pub. Service 
Commission v. General Teleph. Co. of the 
Northwest, Cause No. U-9054, September 
2, 1959. 


charges for local service. The commission 
said this was a rather sizable increase but 
the company must receive additional reve- 
nues in order to continue furnishing serv- 
ice. The annual rate of return would be 
4.60 per cent, which was not excessive. 
Some subscribers opposing the rate in- 
crease made complaints as to deficiencies 
in service. The commission, however, re- 
ferred to the fact that the state supreme 
court in the Elyria Telephone Company 
case (98 PUR NS 246) had held that the 
commission does not have authority to re- 
quire that certain installations and im- 
provements be made before the utility may 
claim and receive a just and reasonable 
rate for services actually being rendered 
with its existing property and facilities. 
This holding precluded the commission 
from conditioning the grant of a request 
for rate relief upon the making of im- 
provements. Re New Burlington Teleph. 
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Co. No. 28,179, August 20, 1959. 

The commission also granted a rate in- 
crease to another small telephone company 
upon a showing that present rates pro- 
vided a return of only 2.50 per cent, which 
was not sufficient to yield reasonable com- 
pensation. The company had recently con- 
verted from magneto telephones and 


“7 


switchboards to common battery service. 
The basic reason for the application was 
that the company needed additional reve- 
nue to meet the annual charges for financ- 
ing this improvement. The annual rate of 
return would be only 3.73 per cent. Re 
New Knoxville Teleph. Co. No. 28,087, 
August 20, 1959. 


Telephone Rates Increased for Subscribers Switched at 
Another Company’s Exchange 


(tere Wisconsin commission authorized 
the Rudolph Telephone Company to 
increase certain rates affecting only sub- 
scribers directly connected with the ex- 
change of a neighboring telephone com- 
pany. 

Only 65 of the company’s 510 sub- 
scribers were affected. Recently the com- 
mission had authorized the neighboring 
company to increase rates for switching 
service. The Rudolph Company merely 
requested permission to pass this increase 
on to its subscribers connected to that 
switchboard. 

The commission said that the request 
was reasonable, assuming that the com- 
pany’s present earnings were not unrea- 
sonably high, because the increase in costs 


& 


was directly allocable to the subscribers 
affected. The company’s net operating 
revenue was found to result in a return of 
5.03 per cent. This was not deemed exces- 
sive. The new rates would not affect net 
operating revenue and, therefore, would 
not produce a higher rate of return. 

A question was raised by an objector 
as to the relative level of the applicant’s 
and the adjoining company’s rural rates. 
The commission said that although com- 
parisons of rates are not considered mean- 
ingful since costs vary, such a comparison 
in this case would show that the proposed 
rural rate for residential service was 20 
cents a month lower than that of the ad- 
joining company. Re Rudolph Teleph. Co. 
2-U-5163, August 13, 1959. 


Order for Plan to Divest Telegraph Properties 
Must Consider Due Diligence and Feasibility 


 Gpmtmonee appeals court set aside and 
remanded an order of the Federal 
Communications Commission of July 9, 
1958, which required Western Union 
Telegraph Company to present a plan by 
December 31, 1958, for the divestment of 
its international operations within six 
months of the commission’s approval of 
the plan. In a 1943 merger proceeding, the 
commission had directed Western Union, 
under statutory authority, to use due dili- 
gence to bring about a divestment of the 
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international operations as soon as pos- 
sible. While the company acquiesced in the 
1943 order without appeal, it apparently 
made no tangible headway toward divest- 
ment during the intervening years. 


Lease Impedes Divestment 


Western Union holds by lease a number 
of international cables from an English 
corporation under a provision forbidding 
assignment of the lease unless Western 
Union’s land-line system accompanies the 
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assignment. In view of this lease pro- 
vision, any plan for divestment must be 
conditioned upon the willingness of the 
lessor to waive this requirement, the court 
pointed out. 

Also, under the lease, Western Union 
must remain liable for performance of the 
convenants of the lease, which does not 
expire until the year 2010, in the event of 
assignment of the properties. This continu- 
ing liability, the company contended, con- 
stitutes an obstacle to divestment. But the 
court ruled, in agreement with the com- 
mission, that Western Union could not re- 
fuse to divest solely because it would be 
required to retain a guarantor’s liability 
with respect to the property. 

The court rejected the company’s view 
that none of the methods of divestment 
suggested by the commission was required 
by statute or was feasible. Suggested 
methods were a private sale, a public sale, 
a sale to Western Union stockholders, or 
the formation of new corporations with 
several alternative methods of stock trans- 
fers. 


Duty to Find Feasible Plan 


The court pointed out that Western 
Union has the burden of finding a feasible 


plan, not the commission. The court noted 
that Congress did not limit the method of 
divestment to that of sale only. It was fur- 
ther observed that transfer of the cables 
for all the stock of a new corporation may 
be a proper consideration for the property 
to be divested, and that subsequent ex- 
change or distribution of such stock by 
Western Union to its stockholders would 
not make the stock any the less considera- 
tion for the property. 

The court recognized the commission’s 
authority to require Western Union to 
come forward with divestment plans, one 
after another, until a feasible one is found. 
But it was held, nevertheless, that the com- 
mission was without statutory warrant in 
fixing an unconditional deadline for sub- 
mission of a plan, without regard to 
whether exercise of due diligence could 
produce, within the time fixed, a feasible 
plan which would afford proper considera- 
tion for the property to be divested, or 
whether the company’s legal obligations 
under the lease would permit the divest- 
ment without a transfer of the land lines. 
The case was, accordingly, sent back to 
the commission for further proceedings. 
Western U. Teleg. Co. v. United States et 
al. 267 F2d 715. 


Telephone Company Authorized to Issue Preferred 
Stock to Common Stockholders of Record 


HE Nebraska commission authorized 
the Lincoln Telephone & Telegraph 
Company to issue 30,000 shares of 5 
per cent convertible preferred stock at a 
price of $100 per share to common stock- 
holders of record as of a specified date. 
Common stockholders of record would re- 
ceive bearer warrants entitling them to 
subscribe to preferred stock on the basis 
of one share of the new stock for each nine 
shares of stock owned by them. 
The commission found that the com- 


pany’s bank borrowings would be in- 
creased to approximately $3,210,000 by 
August 31, 1959. The borrowed funds 
will have been expended by the company 
in the payment for the acquisition of prop- 
erty and the construction, extension, im- 
provement, and betterment of its plant, 
facilities, and service. The net proceeds 
from the sale of the preferred stock would 
be applied toward the reduction of such 
bank obligations. 

The preferred stock was subject to re- 
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demption, at the option of the company, 
in part or in whole, at a price per share 
equal to $100 plus a redemption premium 
of $5 per share. Also, the stock was con- 
vertible, at the option of the stockholders, 
into shares of common stock at specified 
conversion prices. 

Any shares of the new stock not sub- 
scribed by the exercise of warrant rights 
would be purchased by underwriters 
pursuant to an executed underwriting 
agreement. The commission found net ad- 
ditions to the company’s plant during a 
five-year period ending December 31, 


e 


1958, amounted to $17,284,169. During 
this period a total of 24,579 phones had 
been added to the company’s system. As of 
June 30, 1959, the company had 139,186 
phones in service. Of this number 84.41 
per cent were automatic or dial. 

The commission concluded that the is- 
suance was proper and necessary and that 
the use of the capital to be secured by the 
sale of the new stock was reasonably re- 
quired to enable the company to carry on 
its business. Re Lincoln Teleph. & Teleg. 
Co. Application No. 21820, August 28, 
1959, 


Commission Not Required to Consider Competitive 
Effect of Stock Acquisition on Existing Carriers 


(iors Massachusetts supreme court dis- 
missed a bill in equity to annul a 
commission order authorizing a motor 
carrier to acquire all the stock of a com- 
pany holding an irregular route common 
carrier certificate and a contract carrier 
permit. The commission was held to have 
made a reasonable and lawful determina- 
tion that the sale of the stock would be 
consistent with the public interest. 

The fact that the purchasing company 
was a holding company, and did not op- 
erate motor carrier services, or that none 
of its subsidiaries were engaged in the 
precise type of service provided by the 
holder of the certificates, was considered 
immaterial, in view of the purchaser’s 


+7 


statement that it intended to conduct the 
services presently conducted by the holder, 
and in view of the financial ability of the 
purchaser to carry on the holder’s oper- 
ations. 

The entry into the state of a powerful 
motor carrier reasonably forecasts in- 
creased competition for existing carriers, 
the court stated. But it thought that the 
statutes did not require the commission 
to appraise the effects of such entry in 
the case of a sale of stock where no new 
right had been granted and there had been 
no aspect of consolidation of existing car- 
riers. Retail Stores Delivery, Inc. et al. 
v. Massachusetts Dept. of Pub. Utilities, 
159 NE2d 646. 


Authority to Truck Explosives Made Subject to 
Time Limitation 


. U. S. district court upheld an 
order of the Interstate Commerce 
Commission imposing a five-year limit 
upon the term of a certificate authorizing a 
trucking company to transport explosives. 
It held that the commission is empowered 
under the Interstate Commerce Act to 
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impose such a time limitation in the public 
interest, since certificates may include 
such reasonable terms, conditions, and 
limitations as are necessary for safe op- 
eration of motor carriers. A certificate 
which expires by lapse of time at a cer- 
tain date is one containing a condition 
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within the purview of the Interstate Act. 

The court said that if a rational basis 
exists for a conclusion reached and ap- 
proved by the Interstate Commerce Com- 
mission in issuing certificates, the court 
cannot inquire into the wisdom or sound- 
ness of its reasoning. It is limited to a 
determination of the question whether 
the statute authorized the commission to 
issue the limited term certificate. 


Safety Factor 


The court believed that the factor of 
safety in the transportation of explosives 
by motor carriers was undoubtedly upper- 
most in the minds of the commissioners 
when they considered the carrier’s appli- 


there was no statutory provision spe- 
cifically prohibiting the commission from 
reconsidering any action it had taken on 
previous orders. The commission has the 
power to vacate prior orders without tak- 
ing any additional evidence, and to ap- 
prove an examiner’s report, notwithstand- 
ing that it conflicts with the previous 
order. The case involved an application 
for extension of a motor carrier’s regular 
route certificate to permit service to two 
additional towns. 

A commission order takes effect from 
the time prescribed therein, said the court, 
and continues in force unless the order 
is annulled, revised, or modified by the 
commission, or set aside by a court of 
competent jurisdiction. The commission 
could justifiably vacate the previous order 
which had held that the evidence did not 
warrant the granting of the certificate ex- 
tension, after determining that the evi- 
dence taken before the examiner did war- 
rant the granting of the certificate. 


e 


Commission Has Power to Vacate Prior Order and 
Approve Examiner’s Report 


' E ‘HE Nebraska supreme court held that 


cation for a certificate. They referred to 
the vast number of reckless and incom- 
petent auto drivers, operating all types of 
vehicles, who would be sharing the high- 
ways with the carriers of explosives. The 
sole purpose of the time limitation in the 
certificate was to enable the commission 
to review the carrier’s safety record when 
and if a renewal of such operating au- 
thority might be sought. The court be- 
lieved that the commission had acted rea- 
sonably and that the limitation on the 
certificate in no way interfered with or 
restricted the company’s operations in its 
transportation of other property. Gateway 
Transp. Co. et al. v. United States et al. 
173 F Supp 822. 


On review, the court’s inquiry is limited 
to determining whether or not the com- 
mission acted within the scope of its au- 
thority and whether or not the order 
is reasonable and not arbitrary. 

The burden was on the applicant for 
the certificate to show that the operation 
under the certificate was and would be 
required by the present or future public 
convenience and necessity. In determining 
the issue of public convenience and neces- 
sity, controlling questions are whether the 
operation will serve a useful purpose re- 
sponsive to a public demand or need, 
whether this purpose can or will be served 
as well by existing carriers, and whether 
it can be served by applicant in a specified 
manner without endangering or impair- 
ing the operations of existing carriers 
contrary to public interest. The applicant, 
in the instant case, had met its burden, 
and the evidence was sufficient to show 
that public convenience and necessity re- 
quired the proposed extension. Re Miller, 
97 NW2d 265. 
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Accounting Methods for Nuclear-fueled Generating Plant 


5 oven Michigan commission prescribed 
accounting methods for expenses in- 
curred in the construction and operation 
of a proposed nuclear-fueled boiling- 
water reactor electric-generating plant. 
This action was taken at the request of 
Consumers Power Company, which was 
planning on building such a plant. 

One of the areas served by Consumers 
is the upper part of Michigan, where the 
demand for electricity has been increasing 
to the point where the company has de- 
termined that the needs of the area would 
be best served by the construction of an 
electric-generating plant. The area in- 
volved is one of comparatively high fuel 
costs. 

In recent years, Consumers has par- 
ticipated in research and development pro- 
grams directed to the development of the 
commercially competitive use of nuclear 
materials in the generation of electricity. 
Currently, it is making annual contribu- 
tions to atomic power development organi- 
zations in connection with the development 
of atomic fuels and the construction of a 
fast neutron breeder reactor plant. Pur- 
suant to an earlier commission order (15 
PUR3d 471), the company is charging 
such expenditures to Account 801, Mis- 
cellaneous General Expenses. 

Following investigation of the subject, 
Consumers concluded that the boiling- 
water type of nuclear reactor was of a 
more highly developed state of technology 
than other types of atomic reactors and 
that the use of such a reactor in the gen- 
eration of electricity offers promise of be- 
coming economically competitive with 
conventional generating plants within the 
foreseeable future. It submitted proofs 
that such a plant would definitely have a 
gross electric output of not less than 50,000 
kilowatts, and with a possible output 
of 75,000 kilowatts. Accordingly, the com- 
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pany planned to arrange the design of all 
equipment external to the reactor to be of 
a capacity of 75,000 kilowatts, 

It was argued that detailed accounting 
instructions should be deferred until a 
later date, presumably when actual costs 
have been experienced and the project, on 
the books, is ready to be transferred from 
Account 100.3 to appropriate accounts. 
The commission disagreed, believing that 
the project was in the public interest, that 
research aimed at achieving lower fuel 
costs was timely, that its design was well 
advised, that the plant’s location and the 
company’s system would be useful, and 
that the total estimated cost was not dis- 
proportionate to the financial ability of the 
company. In prescribing accounting rules, 
the commission observed that individual 
accounts may vary somewhat as the ac- 
tualities are experienced. 

The commission held that expenditures 
in the aggregate amount of $2.5 million 
for nuclear-fuel research and development 
and the excess cost to be incurred in con- 
structing the proposed plant should be 
charged to Account 801, Miscellaneous 
General Expenses. It believed that such 
costs were properly associated with re- 
search and development for the com- 
mercially competitive use of nuclear ma- 
terials in connection with the generation 
of electric energy. 

The commission ruled, however, that 
the maximum amount to be authorized at 
this time, to be included in Account 146, 
Other Deferred Debits, should be $12 mil- 
lion. Accounting authority for charging 
an additional amount to that account, 
brought about by the possible failure to 
achieve the 75,000-kilowatt capacity an- 
ticipated, was not granted at this time be- 
cause of the indefinite nature of the plant’s 
capacity. The commission said that such 
authority might be sought when the ac- 
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tual capacity has been determined. 

The commission noted that Consumers 
Power Company should diligently investi- 
gate the possibility of obtaining financial 


assistance for the project from the United 
States Atomic Energy Commission. Re 
Consumers Power Co. D-875-A-59.2, 
September 3, 1959. 


Limitations on FPC Power to Impose Conditions When 
Issuing Temporary Gas Producer’s Certificate 


fe U. S. court of appeals for the 
tenth circuit dismissed a petition by 
Sunray Mid-Continent Oil Company for 
review of an order of the Federal Power 
Commission granting a temporary cer- 
tificate in one case and remanded for fur- 
ther proceedings an order granting a cer- 
tificate in another case. The two cases had 
been consolidated on review, upon the 
representation that the determination of 
a single question of law would be disposi- 
tive of both cases, this question being: 
Can the Federal Power Commission im- 
pose conditions upon the grant of a tem- 
porary certificate of public convenience 
and necessity? The court said that al- 
though the stated question was present in 
each case, separate consideration of the 
cases was necessary because of factual dif- 
ferences of legal significance. 


Premature Review before Actual 
Grievance 


Sunray as an independent producer of 
natural gas, in conjunction with applica- 
tions for permanent certificates, had 
sought temporary authorization to initiate 
sales pursuant to § 7(c) of the Natural 
Gas Act. After first denying authorization, 
the commission by letter order granted 
temporary authority but provided that au- 
thorization and acceptance of the rate 
schedule were without prejudice to such 
final disposition of the certificate applica- 
tions as the record may require and, fur- 
thermore, that once service is commenced 
under this authorization it may not be dis- 


continued without permission of the com- 
mission. 

Sunray initiated deliveries upon receipt 
of the commission letter order, but in- 
formed the commission by letter that it 
would continue such sale pending final 
commission action and that it retained its 
right to accept or reject such certificates 
as might be issued and to cease deliveries 
if the final action should not be in accord- 
ance with its applications. The commis- 
sion, upon receipt of this letter rescinded 
its grant of temporary authority, asserting 
that Sunray had evinced an unwilling- 
ness to comply with the commission’s law- 
ful authority. 

Thereafter, the commission reinstated 
the temporary authorization, stating as its 
reason that its order of rescission had been 
premised upon the erroneous belief that 
Sunray had not initiated deliveries so as 
to affect public convenience and necessity 
in such aspect. The reinstatement order 
reiterated the commission’s earlier conten- 
tion that Sunray could not terminate serv- 
ice without commission approval. 

The court said that its right to review 
orders of the commission is limited to in- 
stances where the petitioner is presently 
aggrieved. This led the court to hold that 
the present petition was premature. The 
company was presenting a case based upon 
“eventualities.” It was currently selling 
gas and had made no affirmative effort to 
cease. The commission had made no ob- 
jection to the status quo. The court said 
that regardless of Sunray’s present ap- 
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prehension and the commission’s present 
warnings, it would take further adminis- 
trative action to create an actual grievance. 
If the commission had no power to con- 
dition temporary certificates or had im- 
posed an unlawful condition, the actions 
had no present impact upon the company. 
This appeal was dismissed. 


Review When Order Holds in Abeyance 
Potential Conditions 


In the other case, by letter order, the 
commission granted an application for 
temporary authority subject toa price con- 
dition, with a provision for filing of an 
undertaking to assure a refund. The com- 
mission denied an application for rehear- 
ing, but later modified its order denying 
rehearing by substituting a provision that 
acceptance of the certificate should be sub- 
ject to any conditions with respect to price 
which the commission might lawfully im- 
pose in issuing a certificate, with a further 
provision as to an undertaking for a re- 
fund. A second petition for rehearing was 
denied and the petition for review fol- 
lowed. Sunray had not initiated service 
under the purported authority of the com- 
mission order. 

The court said that since acceptance of 
the order was clearly and unequivocally 
conditioned in such a manner as to im- 
mediately affect Sunray if that company 
should initiate temporary service, it was 
apparent that the company could present- 
ly question the right of the commission to 
condition temporary certificates at all, and, 
in particular, as done in the instant case. 

The court said that the power of the 
commission to impose conditions upon the 
issuance of permanent certificates is well- 
established, and while no specific statutory 
authority exists for the imposition of con- 
ditions upon temporary certificates, such 
authority seems to be inherent in the 
power to summarily grant or reject ap- 
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plications for temporary service. The 
court held that the power of the commis- 
sion to issue temporary certificates is not 
limited to the power to accept or reject 
the application under the terms submitted 
by the applicant and that the commission 
may tender a conditional acceptance. 

But, the court continued, it does not fol- 
low that the broad power granted the com- 
mission is an absolute power. If the com- 
mission deems it in the public interest to 
accept an application conditionally, such 
conditional acceptance must be in accord 
with the provisions of the act and must 
meet the test of constitutional due process. 
The applicant does not by filing an appli- 
cation submit irrevocably to the jurisdic- 
tion of the commission. It is by the 
initiation of public service that the appli- 
cant’s property becomes dedicated to that 
public service and the commission’s juris- 
diction. The commission need not accept 
conditions contained in an application and 
the applicant need not accept conditions 
imposed by the commission in its initial 
acceptance. 

The court quoted the opinion of the 
Supreme Court in Atlantic Refining Co. 
v. New York Pub. Service Commission 
(1959) 29 PUR3d 70, recognizing the 
right and duty of the commission to give 
consideration to the reasonableness of a 
proposed price upon an application for a 
permanent certificate. The reasoning was 
said to be equally applicable to the issuance 
of temporary certificates. 

In the Atlantic case, the applicant had 
tendered a certificate setting a firm initial 
rate with a condition allowing potential 
increase. In the instant case no initial rate 
was accepted. None was rejected. The ap- 
plicant was merely “asked to speculate as 
to what the ultimate temporary rate may 
be, to rely on the ultimate fairness of the 
final determination, and to meanwhile 
dedicate its gas to public service.”” Com- 
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mission action was neither acceptance, re- 
jection, nor proper conditional acceptance. 
It purported to hold in abeyance potential 
conditions. The court said that the com- 
pany was denied its right to have the com- 


4 


mission act upon its application with such 
certainty as to allow the exercise of choice 
upon Sunray’s part. Sunray Mid-Con- 
tinent Oil Co. v. Federal Power Commis- 
sion, Nos. 6043, 6061, September 1, 1959. 


Electric Co-operative Prohibited from Making 
Primary Extension 


HE Wisconsin commission has ruled 

that an electric co-operative is pro- 
hibited from making a primary extension 
to supply service to a proposed school 
where service is available from the facili- 
ties of an electric company through a sec- 
ondary voltage extension. In determining 
when “service is available,” noted the 
commission, the particular route that 
would eventually be used in supplying the 


HE U. S. district court held that a 

railroad which gave delayed lumber 
service to certain transit wholesalers and 
dealers for the purpose of inducing such 
wholesalers and dealers to ship upon the 
railroad’s lines, to the exclusion of com- 
petitors, violated § 6(7) of the Interstate 
Commerce Act, and § 1 of the Elkins Act. 
Such a practice was held to constitute a 
device for the offer and gift of rebates 
and was, therefore, discriminatory in 
violation of the statutory provisions stipu- 
lating that every carrier must abide by 
filed and published tariffs and prohibiting 
carriers from refunding or remitting in 


e 
Delayed Lumber Service Constitutes ICA Violation 
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service need not be considered, since it can- 
not be known in advance. 

Also, the commission need not consider 
whether, under certain circumstances, a 
primary line extension rather than a sec- 
ondary line extension will be employed. 
It need only determine that service is avail- 
able by means of a secondary voltage ex- 
tension. Re St. Croix County Electric Co- 
op. DR-19, August 20, 1959. 


any manner or by any device any portion 
of the rates, fares, and charges, or extend- 
ing to any shipper or person any privileges 
or facilities in the transportation of pas- 
sengers or property, except as specified in 
the tariff. The railroad’s claim that delayed 
lumber service was the result of competi- 
tive necessity provided no legal defense to 
the government’s action to enjoin the rail- 
road from continuing the practice. Neither 
did the railroad’s claim that the delayed 
lumber service was a matter of long-estab- 
lished custom provide a legal defense. 
United States v. Union P. R. Co. 173 F 
Supp 397. 


FCC Award of Radio Station Permit and Denial of Rival 
Application Remanded 


ire U. S. court of appeals remanded 
a Federal Communications Commis- 
sion order granting a radio station con- 
struction permit to one applicant while 


751 


denying a mutually exclusive application 
for a permit to construct a station in a 
nearby town. The court decided that the 
matter should be reopened for the purpose 
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of taking more evidence, in view of its con- 
clusion that the record was inadequate to 
support the commission’s conclusion. 

The court said that the key issue in cases 
involving mutually exclusive applications 
for radio station permits is the compara- 
tive needs of the communities involved. 
Under such circumstances, it said, the 
commission could hardly find that one 
community’s need was greater or less than 
the other’s without substantial evidence as 
to those needs. It noted that present and 
proposed programs would seem to be an 
essential element in testing comparative 
community needs. No such evidence of 
programing appeared on the present 
record. 


Interference Factor 
Similarly, with respect to the interfer- 


ence the unsuccessful applicant would 
cause to an existing station, there was no 
evidence of the need for the existing serv- 
ice lost by interference, on the one hand, 
as against the need for the service pro- 
posed by the new facility, on the other, 
The court believed that such evidence is 
necessary in determining the weight to be 
given interference resulting from a pro- 
posed station. 

In conclusion, the court said that if the 
commission purported to differentiate be- 
tween the two stations on the basis of the 
respective needs of the two communities, 
then it should have required more evi- 
dence, regardless of any stipulations be- 
tween the parties to limit evidence in the 
case. Harrell (Star of the Plains Broad- 
casting Co.) v. Federal Communications 
Commission et al. 267 F2d 629. 





Other Recent Rulings 


Public Need Paramount. The U. S. dis- 
trict court held that the Interstate Com- 
merce Commission, in passing upon an 
application for a certificate to operate as 
a motor common carrier of cement, erred 
in not assessing the advantages of the 
proposed service in relation to public need, 
notwithstanding that shippers of cement 
had testified that they would not presently 
use the service. Commercial Transport, 
Inc. v. United States, 173 F Supp 524. 


Line Load Ordered Reduced. The Wis- 
consin commission ordered a telephone 
company to abandon a policy of provid- 
ing urban multiparty business and resi- 
dence service with a line load between five 
and six subscribers per circuit and to re- 
duce the line load to not more than four 


subscribers a circuit. Re Cecil Green Val- 
ley Toll Line Co. 2-U-5185, July 23, 1959. 


Additional Expense Unwarranted. The 
Wisconsin commission held that the fact 
that the new management and major 
stockholders of a small telephone com- 
pany were resident in another city did 
not justify an increase in general office 
expense occasioned by moving adminis- 
trative headquarters to that city where 
the former management had operated es- 
sentially the same property at much lower 
costs, there had been no improvement in 
service, and substantial numbers of addi- 
tional customers were unobtainable be- 
cause of the rural nature of the service 
area. Re Central State Teleph. Co. 2-U- 
5095, July 24, 1959. 
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e company executives, this collection of 
™ s represents an impressive cross section 
i” at the telephone industry in the United 
" sis thinking about and what it is doing 
" planning at the executive level during PHONE OF THE FUTURE: Elecironic advances 
‘ ritical period of postwar expansion and such as the transistor have made this ‘push-button’ 
“ inflation. This feature includes state- telephone possible. Consumer tests have been highly 
ep Y presidents or other executive officials favorable. 
j. erous telephone companies with respect 
“ erchandising and plant construction 
ams. 
Francis X. WEtLcH, Editor 
this executives’ compendium as the modernization and improve- the development of special services 
ature this year, this Editor has ment of present plant facilities. These not previously offered. 
bvored to develop a collection of statements tell about the plans differ- Readers may also obtain the bene- 
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i American Telephone and Telegraph Company 
In connection with a discussion of the marketing and other promotional develop- 
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- this issue, entitled ““New Product Program Is Helping Bell System Prosper” by 
- William R. Reiss, Administrator, New Product Planning, of the American Tele- 
r phone and Telegraph Company, which appears on page 676. 
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General Telephone & Electronics Corporation 


New York, New York 


requires more than ordinary attention 
to the amount of revenue to be ob- 
tained from new as well as established 


plant. 
In our company, we made a most 
important move in this direction 


several years ago when we created the 
office of Vice President, Revenue Re- 
quirements, whose main task is to 
make sure that we continue to earn 
a sufficient return on our investment. 









Donatp C. Power, Chairman of the Board and Chief Executive Officer 


Each telephone operating company, 
in turn, has such an officer to keep 
close check on individual operations. 
Higher efficiency, greater economy of 
operation, how to get more service and 
revenue out of existing equipment, a 
careful watch on trends, are some of 
the areas which are getting our most 
thoughtful attention. 
More efficient, more economical op- 
(Continued on page 30) 
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eration because of improvements like 
Automatic Toll Ticketing does a better 
job of billing long distance calls and, 
we believe, will ultimately result in 
lower cost. Microwave facilities, now 
developed to a point where they are 
thoroughly reliable, permit heavy 
traffic expansion at substantial sav- 
ings, and, of course the ultimate de- 
velopment of electronic switching will 
bring a new conception of efficiency to 
the industry. 

Another area where we believe our 
earnings will be helped is our sales 


effort. We have developed a sales pro- 
gram which entails an investment of 
some $3 million, but early reports al- 
ready show that our estimates of $16 
million annual increased revenue are 
obtainable. Still another development 
is the growing use of data transmis- 
sion, which will use our facilities in 
the hours when the traffic load is 
normally at its lowest point. 

These and other such savings and 
efficiencies are helping to build the 
vitality into the business necessary to 
meet growth requirements. We must 


find ways and means to make po 
a good return on our investments 
we must do everything we po 
can to put in effect economies o 
eration, increase telephone 

revenue on existing plani capad 


HE Tel 


compa 


and promote every efficiency yh 


builds better service and more 
nue. We are convinced thiat this 
proper step in the direction of 
ning ahead to meet the demand 
increased revenues on a sound 
practical basis. 


California Interstate Telephone Company 


| pew year we are placing increased 
i emphasis on our public relations 
and sales efforts. Two new depart- 
ments were created in the company 
earlier in the year to implemert these 
functions. The results have been high- 
ly satisfactory in both fields. How- 
ever, we are finding that the real ef- 
fort must be made by the segment of 
our employees who meet the public 
and install facilities. The amount of 
time required for training has been 


Victorville, California 
Witcarp Wape, President 


considerable, but the dividends are ex- 
ceedingly rewarding, Our sales effort 
is bringing in increased revenues each 
month, and we are acutely aware of 
better relations with our subscribers 
and the general public. 

Our construction program for the 
two year period ending March 31, 
1960, was estimated to result in a 40 
per cent increase in plant investment 


over the two year period. However, 


due to our sales effort coupled 
extremely rapid growth, we noy 
ticipate that our plant investment 
expand by about 46 per cent. Be 


compa 
t distai 
ronside 


“Beges ol 


established in 1952, will not pr 
increases in revenues comparal) 
the plant expansion. This, tog 
with the high cost of money, will} 





GROWING WITH THE PACIFIC NORTHWEST 


West Coast 


Telephone 


The Pacific Northwest continues to be one of the fastest grow: 
ing areas in the country. West Coast Telephone Company now 
serves almost 170,000 telephones, with 87 per cent of the total 
dial operated. Modern, efficient methods and equipment have 
enabled this company to maintain its position as 10th ‘argest 
of the 4,000 Independent Telephone Companies in the ration. 


WEST COAST TELEPHONE COMPANY 


Serving the fastest-growing communities in ‘he USA 


300 MONTGOMERY STREET - SAN FRANCISCO, CALIFORNIA 
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California-Pacific Utilities Company 


»hone Department of our 
has been very busy this 


HE Tel 
‘Bcompa' 


icreasing inflow of peo- 
al and country arcas and 
easing requests for tele- 
e servie in these areas, we are 
ng evivy economical effort to 
de thes subscribers with the best 
ble te phone service. For ex- 


With the 
the rm 
ver 1D 


our R' Idle, Oregon area we are 
rrting a terminal-per-line ex- 
pe to « terminal-per-station op- 
m, This conversion is scheduled 
jovember of this year. Our sub- 
rs will be provided with equip- 
compalible with the Bell System 
t distance dialing network. We 
considering the economical ad- 
“Hives of toll ticketing equipment 
is and our Colusa and Elko dis- 


San Francisco, California 
H. C. Bricut, Telephone Engineer 

Lamoille, Nevada, a small but ex- 
panding rural area, is scheduled for 
a new telephone exchange. At the 
present time, and until cutover in 
November 1959, service is provided 
over rural lines extending into our toll 
center at Elko, Nevada, some twenty 
miles away. After cutover, these rural 
subscribers will be able to initiate 
local calls without any interference 
from the operator. This telephone ex- 
change will provide the Lamoille sub- 
scribers with the most modern tele- 
phone service. 

Our Westwood exchange area, lo- 
cated in the Northern part of the State 
of California, is also scheduled for a 
new telephone exchange to be cut over 
in December 1959. The present tele- 
phone facilities could not economical- 
ly be expanded thus making neces- 
sary the engineering of a new build- 


California Water & Telephone Company 


San Francisco, California 
PETER A, NENZEL, Vice President & General Manager 


HE exploding population of 
outhern California is nowhere 
ayed more graphically than by 
growth statistics of California 
pr & Telephone Company, twelfth 
st independent telephone com- 
and the fastest growing utility 
bmparable size in the nation. 
nce the end of 1949, California 
rr & Telephone Company has 
nged 1(),000 new telephone instal- 
s per year, bringing its total 
ber in service from 40,000 to al- 
150,000 today. The number of 
r consumers also has grown 
ily, al‘hough at a slower rate. At 
tnd of 1949, 38,000 consumers 
} serve!; today 61,000 are being 
ided with water. 
is am*zing growth naturally has 
sitate:: a tremendous addition to 
ompa:’s plant equipment. At the 
bf 19-"' total utility plant in serv- 
yas les than $25,000,000. Today, 
figure exceeds $90,000,000. Dur- 
he sa: e period, operating reve- 
have '-aped from $4,500,000 to 
than °21,500,000, while net in- 
ge p from $630,000 to $3,- 
the Inst six years alone, Cali- 
a War & Telephone Company 
built or enlarged 26 telephone 
heSS Gliices, central office build- 


atl: ORTN . 


ings and shops. An ever expanding 
construction program is in process 
and by 1961 every structure in the tele- 
phone division will be less than eight 
years old and the company will be 
100% dial operated. Annual con- 
struction budgets during this six year 
period have averaged in excess of 
$11,000,000. 

New, efficient central offices, thou- 
sands of new lines, and dial conver- 
sions represent only a portion of the 
company’s expansion program. Cali- 
fornia Water & Telephone Company 
prides itself on being an industry 
leader in many of telephony’s ad- 
vancements. It was the first company 
to convert all exchanges in the Los 
Angeles extended area to automatic 
toll ticketing ; it became the first In- 
dependent Company to install a fully 
automatic dial system in a hotel, offer- 
ing guests the opportunity to dial their 
own numbers; shortly, it will become 
the first company to make long dis- 
tance dialing possible from a pay 
phone ; and it was among the first few 
companies to convert to electronic 
mark sensing of customer toll records. 

In addition to offering its subscrib- 
ers the most modern, efficient service, 
California Water & Telephone Com- 
pany has achieved a reduction in op- 


(Continued on page 32) 


ing and exchange. This exchange will 
be extended into the rapidly growing 
Lake Almanor area. 

These cutovers present many prob- 
lems, all of which can be solved if 
they are seen in time. To overcome 
these problems, we have used very 
successfully what we call “Coordina- 
tion Programs.” These programs out- 
line each step of a cutover—from the 
ordering of equipment to the changing 
of directory numbers. These pro- 
grams are in the field well in advance 
of cutover. Meetings are held every 
month and sometimes twice a month 
prior to cutover and each step is noted 
and a date given for each operation. 
These dates and operations are then 
checked at each meeting. Problems 
that arise are taken care of immedi- 
ately, insuring as smooth as possible a 
dial cutover. 





How to CONTROL and 
ALARM the TOWER LIGHTS 
of UNATTENDED Microwave 

and Communication Stations 





Model LC 201 
TOWER LIGHTING CONTROL UNIT 
(for Two Light Levels) 
Model LC 101 (for Single Light Level) 
Model LC 301 (for Three Light Levels) 
Models also available with separate 
Alarm Signal for each Beacon Lamp. 


Write for descriptive Bulletins 
See our Display at USITA Convention 


--HUGHEY & PHILLIPS, INC.- 


Manufacturers of 
300 MM Beacons, Obstruction Lights, 
Photo-Electric Controls ,Beacon Flash- 
ers, Special Junction Boxes, Micro- 
wave Tower Light Control & Alarm 
Systems, Tower Isolation Transformers, 
and Complete Kits for: Tower Light- 
ing, Sleet Melter Power & Control. 
3290 NORTH SAN FERNANDO BLVD. 

BURBANK, CALIF. 
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erating costs through the adaption of 
these electro-mechanical achieve- 
ments. However, rising taxes, in- 
creased labor costs and higher priced 
plant equipment, more than offset 
any time and money saving efficiencies 
that may be achieved and the company 
recently applied to the California Pub- 
lic Utilities Commission for new rates 
throughout its telephone division. If 
approved, these rates should provide 
new annual revenues of $1,300,000. 


In 1956, California Water & Tele- 
phone Company inaugurated a sales 
and merchandising program designed 
to make the customer more aware of 
the increased and improved service 
available and the results have been ex- 
tremely gratifying. During the first 
half of 1959, the merchandising de- 
partment has been _ responsible, 
through its concentration on high in- 
come items, for stimulated sales in 
excess of $518,000, more than the 


total for the entire year oj 1958 
Other than being resp. 
additional profit for the co. 

merchandising plan of 
Water & Telephone Com; 
sulted in better public un:e 
and acceptance of the «: 
quantity of service offer: 
scribers. These results are | 
able in monetary terms bu: 
a firmer base for future iny 
and growth. 


Capital City Telephone Company 


— Capital City Telephone Com- 
pany serves about 15,800 tele- 
phones in Jefferson City, Missouri’s 
capital city, and the surrounding area. 

Since 1950, the plant investment has 
doubled without an additional overall 
rate increase being required. Two 
new toll settlements resulting from 
USITA efforts; periodic directory 
advertising rate increases and exten- 
sive coin telephone development to- 
gether with an intense marketing pro- 
gram begun in 1955 have made this 
nmap Station gain for the four 
years from 1955 through 1958 was 


Jefferson City, Missouri 
Foster B. McHEnry, President 
95 per cent greater than the four years 

1951 through 1954. 

In 1958, increased non-recurring 
charges for installations, moves, and 
changes were granted to offset the ef- 
fect of increased costs. 

During the next five years, 1959 
through 1963, net additions to plant 
are expected to be about two million 
dollars. Major additions include 
underground cable and central office 
equipment, primarily for the upgrade 
program; 2-5 numbering and DDD; 
large PABX systems; a storeroom 
and garage facility; and an addition 





CATT "PROFIT-YARDS ” 


se 


Houston Lighting & Power Company's 50-ton P&H 
~855B-LC crane with extra wide, long crawlers 


MULTI-PURPOSE Pel MOBILE CRANES FOR UTILITIES’ 
MATERIALS HANDLING AND MAINTENANCE WORK 


Profit-Lifts are the end product of advanced P&H design and engineering 
features that result in higher production, lower operating cost—more net 
profit for P&H users. Truck cranes from 10 to 80 tons—crawler cranes 
from 20 to 110 tons—crawler excavators from 4 to 3% cu. yds. See 
your P&H dealer for all of the profitable facts or write: Dept. 534A, 
Harnischfeger Corporation, Milwaukee 46, Wisconsin. 


HARNISCHFEGER 


to the present central offic» 
Investment per station is 
increase from $222 to $295, 

Revenue requirements a 
increase about 46 per cent 
ticipated revenues about 4 
higher. 

Intensive advertising and sellif 
present services and introductig 
new equipment and service is exp 
to add a substantial part of antici 
revenue growth. At the end of 
long distance service, directory a 
tising, and paystation revenue 
counted for 27.8 per cent of oper 
revenues. Operating expenses, 
ever, under current conditions 
likely to continue to increase 
faster rate than operating revenu 

A number of ways in whic 
hope to meet revenue requiren 
are: 

1. Increase paystation local cal 
from 5¢ to 10¢. 

2. Further increase non-recu 
charges to reflect higher wage cos 

3. Increase straight line mil 
rates outside the city to suppor 
growth. 

4. If USITA’s efforts are suc 
ful, toll service revenues will be 
creased to the extent that indepen 
companies and their customers 
receive a fair or compara)le shar 
these revenues. 

5. Re-rate special services that 
out of line. 

6. Increase 
rates commensurate 
growth. 

7. Intensify upgrade program W 
low line fills exist. 

8. Reduce earnings req: :remett 
leasing when possible. | 

9. Mechanization of operdl 
where feasible and contin.ing ef 
to simplify and expedite incre 
workloads. 

10. Moderate increase in local 
ice rates. 


directory advert 
with st 
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Chenango & Unadilla Telephone Corporation 


Norwich, New York 


W. S. Kineman, Executive Vice President 
OR a general statement on independent telephone industry developments 
by Mr. Kingman, see page 731. 


Clifton Forge-Waynesboro Telephone Company 


t to obtain sufficient reve- 

me to al: ract the necessary capital, 
de a i iir return on stockholder 
ment ind hold our rates at their 

nt level in spite of the current 
lof rising costs, we have em- 
hon a two part program consist- 
gi (1) a sales promotion of new 
Beuxiliary services and, (2) the 
poration of technological im- 
ments in plant equipment and 


ir sales program has taken the 
of an employee participation 
promotion, During the sixteen 

s, May through August 1959, our 
vees sold 749 stations represent- 
‘mn increase of 4.1 per cent as 
st a gain of only 187 stations, or 
r cent increase for the first 


Staunton, Virginia 

Wo. W. Gisss, Vice President 

During the first twelve weeks of our 
campaign, the employees were com- 
pensated at a rate of approximately 
25 per cent of the first month rental 
of the service sold. For the last four 
weeks they were compensated at a rate 
of about 50 per cent of the first month 
rental. 

In addition to cash awards, each 
employee selling sufficient service to 
earn $25.00 was given recognition in 
the employee monthly magazine and 
a suitably inscribed colored telephone 
set was also awarded those whose 
earnings reached $50.00. 

This sales program not only re- 
sulted in substantial increases in reve- 
nue but had the effect of making each 
employee more “sales conscious.” A 
modified version of this recent cam- 


paign will be continued through to the 
end of the year. 

The improved efficiency and reduc- 
tion of maintenance and operating 
costs achieved and planned by our 
plant department include placing cable 
under pressure, establishing one man 
cable maintenance and repair crews 
and standardizing on the use of color 
coded plastic cables and ready access 
terminals. 

Within the next year we will com- 
plete the conversion of all our ex- 
changes to 2 letter, 5 digit numbering 
operation. This will increase our reve- 
nues as a result of improved toll set- 
tlement. 

Studies are now being made to de- 
termine the advantages of converting 


(Continued on page 34) 











Best Way You Can Keep 


Informed on 


Utility Regulation: 
P.U.R. QUESTION SHEETS 


With the least possible expenditure of time, effort 
ind money, utility executives, lawyers, accountants, 


ngineers and others interested in any phase of pub- 


They consist of 10 questions and 10 authoritative 
s based on current decisions revealing court 


ind commission views pro and con. Annual sub- 


criptios, $10. 








Florida Telephone 


Corporation 


Serves An Area 


of Almost 6,000 











Central Florida—“Empire of the Sun 


and Heart of Citrus Land” 


One of the larger, most rapidly growing, and most 


Square Miles In 


progressive independent telephone companies in the 
country, in one of the fastest growing sections of the 
nation. 


Send your order to 


F\JBLIC UTILITIES REPORTS, INC., 
Suite 332, Pennsylvania Bldg. 
425 13th Street, N. W. 
Washington 4, D. C. 


Operating an extensive network of company-owned 
local facilities, microwave radio relay and long distance 
lines, eighteen exchanges and seven rural sub-exchanges 
in eight counties in the heart of progressive Central 
Florida. 

















PBER 27, 1959—PUBLIC UTILITIES FORTNIGHTLY 








LOOKING 
OR DOING? 





Chuck Bradley 
Osmose Pole Inspector 


Many pole owners have inspec- 
tion procedures in their standards 
and some actually follow them. 
At present, though, even the 
most thorough _ inspection-only 
methods just give you a ring- 
side seat to watch decay pro- 
gressing. 


Here’s where we can offer you a 
big plus. Our inspection pro- 
cedure for older poles is the 
most thorough in the business. In 
addition, when we find decay, 
we do something about it by 
applying our proven preserva- 
tives where they will do the most 
good. 


The upshot is that we can cull 
out the weak sisters, save ex- 
pensive replacements, and keep 
your pole system in topnotch 
shape. 


Our method applies to all types 
of timber and original treat- 
ments. If you would like one of 
our descriptive booklets, drop 


me a line. 
Chuck Bradley 


t Aanost 


WOOD PRESERVING CO. 
OF AMERICA, INC. 


978 Ellicott St. 
Buffalo 9, N. Y. 
ELmwood 5905 
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| our exchanges to direct distance dial- 
| ing. 
In addition to the above two major 
programs, we have taken an active in- 
terest and participation in the indus- 


| trial development of the area we serve. 


We have examined and improved our 
revenues from sales of advertising in 


| our directories and have added numer- 


ous auxiliary services such as tele- 
phone answering service and _ sub- 
scriber transfer service. We have 
placed a large number of outdoor pay 


| stations at advantageous locations, 


Commonwealth Telephone Company 









essor -C 
bt up t» 
us, 1M) 
ime th 


and encouraged the use of sem; 
pay stations where circumstaned 
ranted. 

All of our efforts to increasq 
nues and reduce costs have bee 
with the consideration of maint 
the highest possible stands: 
ice to our customers. 

We feel that our approach ha 
successful as demonstrated byt 
that our company has rec 
received only two rate incr 
past thirty years. 


he East 
ompa' 1) 
es in bt 
d its tc 
br toll 
ith incr 


Dallas, Pennsylvania 
H. H. Butter, Vice President & General Manager 


OMMONWEALTH TELEPHONE 
CoMPANY’S gross construction in 
1957 and 1958 averaged about $2,- 
600,000. At the present rate for 1959, 
it is $2,500,000, and is the company’s 
budget for the year. In early Decem- 
ber with the dial cutover of one of 
our offices, we will have about 92 per 
cent dial telephones—the remaining 
5 per cent common battery manual and 
3 per cent magneto. 

Our construction program for 1960 
and 1961 should continue at about the 
current level. Since most of our dial 
conversion is in back of us, we are 
concentrating on providing facilities 
















| to increase our interoffice trunks, re- 


duce the number of customers on rural 


| lines and care for growth and regrad- 
| ing within the base rate areas, with 


some extensions of base rate areas 
programmed. 
During 1958 the company sold at 


| reasonable cost $1,050,000 in common 


stock, $750,000 preferred stock and 


| $2,000,000 funded debt, a total of $3,- 
| 800,000. It is not planned to do any 
| permanent financing this year or in 
| 1960 and perhaps 1961. We have ar- 
| ranged with our bank for a line of 


credit of several million dollars, which 
is drawn upon as required. Our de- 


preciation expense and reta 
ings will generate this yea: 

more than $1,000,000, inc 
the succeeding years as the 

operation grows. 

To meet the new money con 
tion requirements we. recogni 
need to maintain our earnings in 
to attract capital at reasonable 
Since the business is run on a 


Me year 

hieved 
progres 
leted its 
ering m 
of its 1 
cchange 





nomic basis, there are two ay a 
open to help maintain our eafff oF MAI 
position: oe 
: + : AND CI 

1. Sales effort directed towardfortnigntl 
hore, Man 


earning equipment and services| 
Pnames a! 
managit 
are: 
lisher: P 
ashingtor 
or-in-Chi¢ 
rN, Y 


2. Filing for rate adjustments 
appropriate. 

Since early 1958 we have be 
tively promoting the sale of exte 
stations. As a result, we havd 
proved substantially the relatio 
of extensions to main stations. 
we have been pushing the sale 0 
equipment and PBX systems. 
nues have been improved as a 
by about $45,000 annually from 
three activities alone. We red 
filed for an increase in rates in 
our 72 exchanges, amounting to 
$110,000 annual revenue. Thesq 
changes were formerly operate 
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LAWRENCEVILLE, ILLINOIS 


Cook Protectors 

Lorain Sub-Cycle 

Autelco Paystations 
Benjamin Howlers & Relays 
Runzel Cords 

Weller Soldering Guns 
Kester Solder 

Gray Label Batteries 
Stewart Testing Equipment 
Nicopress Tools & Sleeves 








SUTTLE EQUIPMENT CORPORATION 


Many telephone companies think of Suttle when in a hurry. Why 1 
call or write when you have need for any of the following materia 
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Joslyn Hardware 
Chance Anchors 
Arrow Staplers 
Keystone Steel Wire 
Klein Tools h to and 
Brooks Climbers Septer 
Seymour Smith Tree Trimmers a 
Suttle Reels 
Booths 
Printing 
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essor companies and their rates 
Bk up t> the companywide level. 
us, im Orove Our earnings and at 
me tige eliminate discrimina- 
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The company believes that in order necessary capital. To meet this situa- 
to discharge its obligation to its cus- tion it follows closely its earning posi- 
tomers to provide adequate and ever- tion and will take steps to improve it 
improving service, it must be in a by application for rate relief when 
healthy financial position to attract the appropriate. 


The Eastern Indiana Telephone Company 


Winchester, Indiana 


Francis Simpson, Executive Vice President 


he Eastern Indiana Telephone 
ompa'iy which operates 17 ex- 
es in kastern Indian: has ex- 
d its toll facilities. The Win- 
toll center with 9 tributaries 
ith increasing toll business will 


ec byt 
ecjuest 


Florida Telephone Corporation 


now be served with adequate toll cir- 
cuits. 

At a cost of $150,000.00 new 51 
pair, 19 galvanized toll cable has been 
installed between Winchester and 
Muncie, Indiana and will provide toll 


Ocala, Florida 


circuits for 8 Winchester-Muncie and 
18 Winchester-Indianapolis circuits. 

This cable operates with loading 
and repeaters and subscribers are well 
pleased with these facilities. 


Max E. Wettste1n, President & General Manager 


eyear 1958 Florida Telephone 
hieved another great milestone 
progress over the years when it 
leted its dial conversion and 2-5 
ering modification programs. 

of its 18 main exchanges and 7 
‘changes in eight counties in 


ncreas} 
© Size 





MENT REQUIRED BY THE ACT OF 
, 1912, AS AMENDED BY THE 
MARCH 3, 1933, AND JULY 2, 

TITLE 39, U. S. C. SECTION 223) 

ING THE OWNERSHIP, MANAGE- 
AND CIRCULATION of Public Utili- 

ortnightly published fortnightly at 

-Mpore, Maryland for October 1, 1959. 

bnames and addresses of the publisher, 
managing editor, and business man- 


rr: Public Utilities Reports, Inc., 
ashington, D, C, 
? Ellsworth Nichols, Roches- 
.N,Y 

Editor: Francis X. Welch, 

D: C. 

hess Manager: 
ashingion, D, 
bowner is: (If owned by a corporation, 


Frederick A. Lavey 


s of stockholders owning or holding 1 
int or more of total amount of stock. 
owne:! by a corporation, the names 
dresse- of the individual owners must 
e€ re(@en. If owned by a partnership or other 
+, @rporated firm, its name and address, 
it of each individual member, 
) Public Utilities Reports, Inc., 
. D. C.;Ernest R. Acker, Pough- 
.; R, N. Benjamin, New York, 
t Cooper, Wilmington, Del.: 
orbes, New York, Y.; and 

ng, New York, N, Y. 
bondholders, mortgagees, and 
holders owning or holding 1 
‘ore of total amount of bonds, 

other securities are: None. 

2 and 3 include, in cases where 
r or security holder appears 
s of the company as trustee or 
r ‘iduciany relation, the name of 
corporation for whom such 
ng. also the statements in the 
4s show the affiant’s full knowl- 

f as to the circumstances and 
er_ which stockholders and se- 
who do not appear upon the 
mpany as trustees, hold stock 
in a capacity other than that 
owner. 

PUBL UTILITIES REPORTS, INC. 
Frederick A, Lavey, Business Manager 
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September, 1959. 

Josephine A. Olker 
Notary Public 
m expires August 31, 1963) 
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Central Florida are now dial operated 
and 2-5 numbering. The completion of 
both of these programs was a pre- 
requisite to full participation in direct 
distance dialing. 

In 1958 and in 1959 to date four in- 
stallations of direct distance dialing 
were made in several areas of the op- 
erating territory and presently ap- 
proximately 24 per cent of the com- 
pany’s total toll traffic is handled by 
direct distance dialing equipment. 
Florida Telephone has an unusually 
large volume of toll traffic, a large part 
of which is of the short haul variety 
within its own operating territory. 
While retaining its unusually high toll 
revenue per station, it has been able 
to reduce its traffic per station costs 
very appreciably under dial conver- 
sions and direct distance dialing. 


The direct distance dialing program 
in which it is presently engaged is a 
continuing one with additional instal- 
lations planned over the next two 
years. Officials estimate that upon 
completion several years from now 
direct distance dialing will be handling 
in excess of 50 per cent of its total toll 
volume. The savings in traffic costs, 
therefore, will continue to be very 
substantial and traffic per station costs 
should continue in a downward trend. 
Measured in terms of profitability and 
return on investment in the direct dis- 
tance dialing equipment, it has been 
the most profitable expenditure the 
company has made. This is basically 
why the company pursued its dial con- 
version and 2-5 numbering programs 
so vigorously over the last five years 
—so that it could take advantage of 
the great opportunities to reduce 
traffic costs which existed for it in the 
field of direct distance dialing. 


It was also felt by management that 
the use of direct distance dialing by 


customers would stimulate more toll 
business and revenue, and it has had 
just that effect in the areas where it 
is presently in use. Not only has it 
proven to be a “cost reducer” but a 
“revenue builder” as well. 

Florida Telephone has likewise con- 
centrated on a sales program in the 
last few years. An active employee 
selling program was established two 
years ago and it has proven to be of 
great value as a revenue builder. In- 

(Continued on page 36) 








NORTH STATE 
TELEPHONE 
COMPANY 


Supplying 


High Point, 
Thomasville and 
Randleman 
with 


Local and Long distance 


Telephone Service 
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creasing emphasis is being given to 
selling the services the company has to 
offer. 

Florida Telephone has been one of 
the most rapidly growing independent 
telephone companies in the country 
and has the reputation in investment 
circles as a growth company. Ranking 
29th in size in the independent field 
of some 3,800 independent companies 


Grand 


| et financed by REA we have no 
problems of financing new con- 
struction. However, if you dance you 
must pay the fiddler. While our fiddler 
is supposedly somewhat cheaper than 
other fiddlers, you can still run up a 
pretty good bill, if you dance long 
enough. 

During our six years of operation, 
in which we have increased dial tele- 
phones from none to nearly twelve 
thousand, costs have increased sub- 
stantially. This causes a higher debt 
service load per telephone while reve- 
nues per telephone have not shown a 
corresponding increase. Each of our 


PROFILE OF A GROWING COMPANY 


based upon operating revenues in 
1958, its growth has been so rapid in 
the postwar era that it has required 
26 pieces of financing (13 bond issues, 
3 preferred stock issues, and 10 com- 
mon stock issues) over the last thir- 
teen years. As a result it now has ap- 
proximately 2300 shareholders in 38 
states. Total telephones have in- 
creased from 7,642 at the end of 1945 


to approximately 45,000 
tober 1, 1959, an increase of 4 
cent. Operating revenues «ire ; 
excess of $5,000,000 or approx 
ly $114 per telephone. A -ubs 
increase in revenues and carn; 
being experienced in 195° y 
combination of greatly incrvase; 
ness and reduction in per sitio 
due to its mechanization pi ogra 


as g 


River Mutual Telephone Corporation 


Princeton, Missouri 
C. W. Cuastain, General Manager 


dial exchanges is unattended. So, al- 
though our gross toll per telephoi.e 
has increased with conversions, the 
net toll has stayed about the same, due 
to loss of “B” commission. 

Our rates for exchange service, 
based on cost estimates of five years 
ago (both construction and op- 
erating ), undoubtedly are due for re- 
vision, 

The best “added” revenue getter 
we have is a sales contest open to all 
employees. The contestant’s name is 
placed in the wheel once for each 
$1.00 of added annual revenue pro- 
duced by his extra efforts. Of course, 


order taking in the business officlhy; 


not count. At a monthly dr 
names are picked for 3 prize a 
and, at the annual Christ 
awards are made to the three 
the highest dollar production { 
previous year. 

The period August 21 to N 
ber 20, 1957, produced adied 3 
revenues of $3,558.00, Novemb 
1957 to November 20, 1958, prof 
$10,664.00 and November 21, 
to July 20, 1959, $8,861.00. A 
for 23 months of $23,083.00 a 
ly with current production aver 
about $1,100.00 per month, 


California Water & Telephone Company provides modern service to more 
than 140,000 telephones in diverse areas of Southern California. The 
telephone properties of this company now rank 11th among the nation’s 
almost 4,000 Independent Telephone Companies. Our water properties, 
located in part of Los Angeles County, portions of San Diego County, 
and on the Monterey Peninsula, provide water service to an estimated 
population of 200,000 in these rapidly growing areas. 


2a liformia Water & Telephone Company 


300 MONTGOMERY STREET + SAN FRANCISCO, CALIFORNIA 
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t 21, fie next five years, new buildings 
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e things that is impairing 
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relation to the gross in- 
company. 

ir ending June 30, 1959, 
es of our company plus 
cise taxes we collected from our 
mers reached the high sum of 
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The Lorain Telephone Company 


Lorain, Ohio 
H. E. Haceman, President 
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The Lincoln Telephone and Telegraph Company 


Lincoln, Nebraska 
MERLE M. Hate, Vice President 


company obtained about $3 million 
through the sale of its common stock 
and $5 million through the sale of first 
mortgage bonds. This year $3 million 
of convertible, preferred stock will be 
issued, 

The gross construction 
this year amounted to $6.6 million and 
next year’s program will be compar- 
able. 

Revenues have been increased and 


costs reduced through a program de- | 


signed for this objective. 
Usage of service is 
through an active merchandising and 


advertising program. An employees’ | 
has | 
proven to be effective. An increase in | 


sales participation program 
the 


effective 


authorized by Railway 


became 


rates 


February. 
New methods have increased effi- 


ciency. With installations of direct 
distance dialing, several large toll cen- 
ters have been discontinued and op- 
erator service routed to Lincoln. Four | 
district offices were discontinued with | 
area managers reporting direct to gen- | 
eral offices. Plant operations have been 
centralized 


in several areas with 
former local forces moving to area 


points for dispatching. Data process- 
ing equipment, mentioned before, 1s 
expected to increase efficiency. Ex- 
change surveys and forecasts cut costs 
through 

planning. 


more accurate long-range 


Reflecting the rate increase in part, 


earnings per share of common stock 


for 7 months ending July 31 increase 1 
from $1.90 to $2.53. Other con- 


tributing factors were favorable busi- 
ness conditions and the sales and effi- 
ciency programs. 


gross income we collected from our 
customers. 


During the 23 year period from 


1936 to 1959, the number of tele- 
phones in service increased a little 
over 4 times the number we had in 
1936. 


Our expenditure for net additions 
to property this year will be about 14 
million dollars to serve additional cus- 
tomers moving into our area. 

The slogan of Independent Tele- 
phone Companies for many years was 
to give good telephone service at rea- 


(Continued on page 38) 
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HOW TO SAVE MONEY 
BRUSH DISPOSAL 





















Read how foresters, tree surgeons, high- 
way and park commissions, telephone, 
| power and gas companies cut brush dis- 
| posal costs up to 50% with a Fitchburg 
| Chipper. 


See cut-away color drawings of the 


|\Fitchburg Chipper—the exclusive 


Fitchburg spring-activated feed plate— 


‘pictures of different models in action. 


FREE — write for your copy of 
“Chip Dollars from Your Over- 
head.” Address Dept. PUF-109. 


FITCHBURC FNCINEERINC PORPORATION 


FITCHBURG, MASSACHUSETTS 
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sonable rates. The time has come when 


it will be impossible to do that unless 
of 


we can discover some means 
stopping such huge cost in taxes. 

Telephones are a necessity today 
for every kind of business and the 


wage earners are dependent on the 
telephone for their daily wage. 

Something must be done to save 
more of the money we collect from 
customers to furnish a fine communi- 
cation service to them. 


Our rates are still reasonah 
may become necessary to ask § 
increase soon, but under prese 
laws it seems unfair to us that 
large percentage of the increas 
again be allocated to taxes 


North Carolina Telephone Company 


: problems both our systems 
encounter are no doubt the same 
problems other independent operating 
companies have, particularly those 
companies whose territories are ex- 
periencing growth better than the 
national average. These problems in 
the main, of course, are a continuing 
demand for telephone service of the 
best grade possible which includes 
construction in the areas where tele- 
phone service has never been or has 
been limited, upgrading of telephone 
service for various subscribers, the 
financing of construction each year, 
the obtaining and training of qualified 
personnel, as well as merchandising 
or sales effort to compete for a por- 
tion of the consumer’s dollar. Of 
course, these problems have to be dealt 
with day by day, and we believe one 
of the greatest factors today will rest 
with the state regulatory authorities 
in providing sufficient rate of return 
on net plant to take into account the 
increasing costs of doing business, 
which involve not only the cost of 
money (rising interest rates) but the 
demand from company personnel for 
periodic wage increases and the ris- 
ing costs of all types of material we 
buy. 

Our systems beginning about 1950 
could no longer in any way postpone 


Matthews, North Carolina 
Linn D. Garisa.p1, President 


the betterment of facilities for in- 
creased service, which meant getting 
away from antiquated offices and old 
plant, so that in 1948 we envisioned 
long range plans extending about ten 
years for Western Carolina Telephone 
Company and North Carolina Telc- 
phone Company for a full conversion 
to dial operation, which meant, of 
course, intertoll dialing with 2-5 num- 
bering plan and getting ready for di- 
rect distance dialing. This ten or 
twelve year plan is drawing to a close 
and we have just converted the 19 
exchanges in the Western Carolina 
Company with all it calls for, that is 
to say, modern exchanges and com- 
mercial buildings, building new plant 
and extending plant where necessary 
for the training of personnel to meet 
the new conditions. The Western 
Carolina Company has gone from 
about 3,000 stations in 1948 to cur- 
rently approximately 14,500 with ex- 
penditures during this period of about 
$6,000,000. The North Carolina Com- 
pany from 1950 to currently has gone 
from about 2,500 to 6,500 stations 
with expenditures of approximately 
$3,700,000. This system has 11 ex- 
changes all of which are latest dial 
operation. 

Our construction budget for the 
Western Carolina system for 1960 


































will call for an expendit::re 4 
proximately $700,000 of w'rich 
000 will be for increasing the q 
office and toll equipment ard th 
ance for outside plant ccistr 
The North Carolina Company 
struction budget for 1960 whi 
finalized will approximat: $3 
and will call for about $50, 
central office and toll equipmen 
the balance for outside plant 
struction. 

Our average rate of growth 
the past several years for bot 
tems has been at the rate of 7 to 
cent station wise, so that, us 
straight line projection and ass 
conditions would be the same ff 
next nine or ten years, will! doub 
size of the systems during this pf 
This, of course, will call for co 
ing construction and financing 
this time. One reason for heavyge, and | 
tinued growth has been the facil! reve 
industries have been coming inigugs we 
territories we serve and these fice add 
tional payrolls as they begin t@e requi 
erate create a demand for tele 
service. We feel we have not 4 
reached a saturation point evenfs, and 
the present population served, befeferred 
the number of telephones we havfhuld “ci 
100 population is below the naj peopl’ 
average. 1959 
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SERVING 8854 SQUARE MILES 


8,554 square miles in the States of California and Nevada 
are served by 28 central offices and the extensive long 
distance network of California Interstate Telephone Com- 
pany. Growth in mining, manufacturing, agriculture, 
recreation installations and military bases has accounted for 
the doubling in size of the company in the past five years. 
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RTH STATE TELEPHONE CoM- 
pany. located in the rapidly 










































- ng, invustrial Piedmont section 
ith Ca-olina, now serves a total 
1597 ‘-lephone stations in its 
exchinges of High Point, 
asville and Randleman and in 
ittre g 
Which 
g che ¢ 
and th 
constr; PropLES TELEPHONE Cor- 
Tipanye oration, Butler, Pennsylvania, 
0) whiff of January 1, 1959, a capitaliza- 
. Si { $6,913,239 and total telephone 
$0,008 $8,831,455, operating 20 ex- 
HipMen.; serving 32,000 stations in 7 
lant es, 30 miles north of Pitts- 
‘rail ’s vast industrial center. 
“ both 1958 we took a look at our 
of 7 tofgpon and found a growing Cemand 
at, yggprvice that was out of all propor- 
id assqye Our capacity. 
ame f@gtside plant facilities were not 
1! doutqment, and central office equipment 
this pagar below service requirements. 
for comquate inter-exchange — circuit 
ancing@s Were responsible for inferior 
- heavyge, and costing us unknown loss 
he facil! revenue. Several tributary 
ing inigmgs were too small for the cen- 
these Mice additions to meet anticipated 
egin tq@e requirements. 
rv teleffir main exchange at Butler serves 
not a 50 per cent of our total cus- 
t evenffs, and includes 75 per cent of 
ved, beeferred regrades. So we decided 
ve havbuld “lo the most good for the 


he naff peopl” by concentrating our 


195° effort there. 
r first approach was to establish 
comercial estimates for cable 
\ditions as well as the cen- 
) put the outside plant to 
-iruction schedules for the 
{ several major cable jobs 
liaated with the installation 
ition of 2400 lines of term:- 
ta.ion equipment to be in- 
Butler central office. We 
isidering 2-5 numbering 
“ad five nearby tributaries 
1961. 
icvowave installations, one 
vader construction, the 
ed for 1960, will provide 
inter-exchange facilities be- 
itler Toll Center and two 
ributary offices. Other 
‘xchaiize groups will be ex- 
d by cither carrier or combina- 
ocal and toll cable. 
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North State Telephone Company 


High Point, North Carolina 


surrounding areas. It has achieved a 
net gain of about 1800 stations since 
October of last year. To accomplish 
this plant expansion and to provide 
the required additional toll lines the 
company is spending about $600,000. 

All of North State’s telephones, in- 


Butler, Pennsylvania 


Two enlarged tributary office build- 
ings, and a building at each of the 
microwave tower sites, are under con- 
struction. 

A new garage and storeroom on a 
four acre tract of land on the out- 
skirts of Butler will provide a new 
headquarters from which the Plant 
Department will operate in 1960. 

When plant moves to the new build- 
ing, a general reshuffling of cepart- 
ments in our main building will pro- 
vide space for automatic punch card 
billing equipment and expanded toll 
terminal facilities. Long range plans 
dedicate some of this space to auto- 
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Rossins TILDEN, Secretary-Treasurer & General Manager 


cluding those in the rural sections of 
its territory are all dial operated. 
North State Telephone Company was 
the first company in North Carolina 
to install dial service and to dial num- 
bers in distant exchanges over its toll 
lines. 


The Peoples Telephone Corporation 


S. E, Puituips, Vice President & General Manager 


matic toll ticketing. 

We prepared a program and budget 
for 1959, and preliminary estimates 
for 1960. The 1959 budget contem- 
plates gross additions of $1,806,000, 
which is over 20 per cent of our tele- 
phone plant in service. Our current 
view is that gross additions for 1960 
will at least equal the amount budgeted 
for 1959. 

In February 1959 we converted $1,- 
500,000 in bank loans to 4$ per cent 
bonds to mature in 1983. We plan an 
issue of over $1,000,000 in common 
stock on the basis of one share for 


(Continued on Page 40) 
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White, Weld & Co. 
F. S. Moseley & Co. 








This advertisement is neither an offer to sell nor a solicitation of offers to buy any of these securities. 
The offering is made only by the Prospectus. 


271,553 Shares 


Boston Edison Company 
Common Stock 


(Par value $25 per share) 


Holders of the Company’s outstanding Common Stock are being offered the 
right to subscribe at $56.75 per share for the above shares at the rate of one share 
for each ten shares of Common Stock held of record on September 25, 
with privilege of oversubscription, subject to allotment. Subscription Warrants 
will expire at 3:30 P.M., Eastern Daylight Saving Time, on October 13, 1959. 

The several Underwriters have agreed, subject to certain conditions, to pur- 
chase any unsubscribed shares and, both during and following the subscription 
period, may offer shares of Common Stock as set forth in the Prospectus. 


Copies of the Prospectus may be obtained from any of the several underwriters, 
including the undersigned, only in States in which such underwriters are qualified to 
act as dealers in securities and in which. the Prospectus may legally be distributed. 


The First Boston Corporation 
Blyth&Co.,Inc. Kidder, Peabody &Co. Stone & Webster Securities Corporation 
Hornblower & Weeks 


September 29, 1959 


1959, 


Lee Higginson Corporation 
Paine, Webber, Jackson & Curtis 
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each two shares currently held, our 
final objective being a ratio of 50 per 
cent equity to debt. 

Since many of the dollars we are 
spending are for service improve- 
ments, it is obvious that current rate 


schedules will not support an invest- 
ment of this magnitude at today’s 
costs ; therefore a general rate revision 
in the near future is inevitable. 

We have a sales organization in the 
early stages of training which will 


grow as the facilities to eXpal 
come available, when we will hj 


ing door bells, as well as 
bells, to offer our current a: 
tomers the ultimate in tele; 
ice when and where they \ 


Rochester Telephone Corporation 


F, M. 


N this point in 1959, it is clear that 
the increase in business and resi- 
dence customers will be extremely 
modest when contrasted with the gains 
in recent previous years. This situa- 
tion is due in part to the decline in the 
level of general business activity 
which began in mid 1958 and from 
which recovery is not yet complete, 
and, more importantly, to the slow- 
down in family formations which is 
not expected to make noticeable im- 
provement before the middle 60's. 
Based on this assumption, we are 
preoccupied with reinforcing outside 
plant so that we will be in a position 
to cope with the increased demand for 
main station services that, we believe, 


Rochester, New York 


Crark, Vice President—Customer Relations 


will hit us starting in the next two or 
three years. Specifically, commercial 
and plant engineering personnel are 
working together closely to relieve 
congested areas and to provide ade- 
quate plant margins in feeder routes. 
We regard this activity as long range 
merchandising to put goods on the 
shelf in anticipation of future de- 
mand. 

To maintain revenues in the present 
climate we are concentrating in three 
broad fronts. On the one hand, we 
are attempting to increase efficiency in 
both construction and installation ac- 
tivities, and to control inventories 
more effectively. On the other hand, 
we are attempting to sell harder to ex- 


isting customers on both c 


company initiated contact.. 


not least, we are working 
toll promotion and toll se 
pects of our revenue pict 

In this framework, 19: 


tele 


to be an excellent year. This is 
part to a general rate increase 


1958, coupled with our ha 


activities, and improved in 


expense control. We plan { 


our program in 1960 with speci 


phasis on more advertising 


selling of better grades 0: 


and 
seri 


residence customers, of more 
venience systems in homes and 
nesses, of more productive publi 
phone, and more toll business, 





Georgia. 


ley County. 





interested in relocating on account of retirement. 


WESTERN CAROLINA TELEPHONE COMPANY 
NORTH CAROLINA TELEPHONE COMPANY 


Inquiries should be addressed to the President’s Office, Box 38, Matthews, North Carolin:. 








WESTERN CAROLINA TELEPHONE COMPANY is one of the larger regional oper- 
ating telephone companies in North Carolina, operating 19 exchanges with approximately 
15.000 stations. The company serves all or a portion of 11 counties in western and south- 
western North Carolina which are: McDowell, Yancy, Mitchell, Madison, Buncombe, Jack- 
son, Swain, Graham, Cherokee, Clay and Macon, North Carolina and Rabun County, 


NORTH CAROLINA TELEPHONE COMPANY operates 11 exchanges in the south cen- 
tral portion of North Carolina, having in service approximately 7,000 stations, and serves 
all or a portion of Eastern Mecklenburg County, Union County, Anson County, and Stan- 


The territories of both companies are in a growth period due to the diversified type of 
industry and agriculture in their respective areas. Inquiries are invited from institutions 


and industries interested in plant sites in this section of the South, as well as individuals 
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Southeastern Telephone Company 


@iz st’ ped-up requirements for 


on of service into rural 

ie demands for a higher 

‘f individual line service 

reater usage have resulted 

‘stments greater than the 

ncome will support. On 

id, industry developments 

aicier equipment and micro- 

“as require less investment 

given quantity of circuits 
eviously required, 

iues increase when oper- 

costs decrease. Automation has 

| keej) operating costs down in 

ce of rapidly increasing labor 

At the same time, increased 

of government and the resulting 

se in taxes, together with leg- 


Tallahassee, Florida 

E. M. MENENDEZ, Division Manager 
islation such as the minimum wage 
laws have had the opposite effect. 

The problem of maintaining a bal- 
ance between plant requirements and 
revenue requirements is ever with us. 
Sooner or later the problem’s solution 
may mean increased rates but this 
must be postponed as long as the bal- 
ance can be obtained otherwise. 

Southeastern Telephone Compa- 
ny’s local service is now 100 per 
cent dial. Toll circuit additions have 
and will employ the use of micro- 
wave. Operator toll dialing is in ef- 
fect and “direct distance dialing’ is 
on the horizon. All of these programs 
are designed to provide more revenue. 

Recently, mobile telephone service 
was inaugurated in the Tallahassee, 


Florida exchange. Having overcome 
the initial “acceptance” phase, it will 
now bea revenue producer. Our ratio 
of residence extensions to main sta- 
tions and the use of telephones in 
color should and will be increased 
through our merchandising efforts. 
Good revenue producers such as Key 
systems and PABX service are filling 
a real need for business use. We an- 
ticipate considerable expansion in the 
use of private line service and chan- 
nels. We have completed plans to in- 
stall equipment which will make auto- 
matic line insulation tests and other 
equipment which will put cables un- 
der pressure. This will not only re- 
duce maintenance costs but will im- 
prove public relations as well. 


The Southwestern States Telephone Company 


Brownwood, Texas 


D. T. StrickLanp, Vice President & General Manager 


ppears 1959 will be another rec- 
d year for The Southwestern 
s Telephone Company. 
> company expects its largest 
n gain of any year in history, 
about 11,000 stations added to 
etwork. The company presently 
about 140,000 stations in 
s, Oklahoma, Arkansas and 
iana. 
the company continues to grow 
stations are added, it becomes 
more important that a vigorous 
am of revenue requirements be 
ted. Our policy is to carefully 


scrutinize the earnings of each ex- 
change and of our operations in each 
state. When earnings slip, we take 
immediate action to take up the slack 
in earnings and improve them through 
rate adjustment. However, to keep 
the basic rates as low as possible, we 
have underway an active merchandis- 
ing program as well as a program 
to increase rates for miscellaneous 
charges. 

In trying to render its service ob- 
ligations profitably, the company has 
realized more and more the impor- 
tance of a good employee training 


program, since such a program is 
necessary to equip each employee with 
the knowledge and ability to perform 
his job in an efficient and productive 
manner, 

Craft employees first get thorough 
departmental on-the-job training, 
then more advance training on a group 
basis. As an example, an advance 
plant school for central office dial 
equipment maintenance is conducted 
in Brownwood on a continuing basis. 

Management training includes an- 
nual company informational meetings 


(Continued on Page 42) 
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Viti. and for 
Eastern North Carolina 


In *5. Carolina Telephone spent more than $12 


million in operating expenses, and almost $10 


milli: more on expansion, adding more phones 
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for all supervisory employees. Key A management development pro- With a sound employee tr 
management people are sent to sum- gram is conducted regularly while program, tomorrow’s leaders , 
mer university executive development periodic departmental training meet- ing developed from those emp 
programs. ings are held. who work for the company tod; 


Sunland-Tujunga Telephone Company 
Sunland, California 

ALLAN R. Stacey, Vice President & Manager 

paps the problem of more In our special message for this issue Certain results of this program 
effective programs for taking last year, mention was made that now be of interest. 
care of revenue requirements, I Sunland Company was just beginning A sales crew was developed 
should like to report upon one such a program of house-to-house solicita- posed of basic units of three m 
program by the Sunland Company. tion in order to sell telephone service. aged sales women working « six 
—nennicieiin MY To for Gigs & Weck, 
ladies walked from door-‘o-do 
the residential area of the exd 
calling upon existing telepione 
and _ residences without _ tele] 
service. 
The cost to the company was 
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puree per hour of solicitation. These 
Pritts part-time people and there we 


-, ge . 7 
229.606 Shares pit fringe benefit costs to be paid 
9 


it is anticipated that it would 
less than one year to canvas 
exchange. 


United Utilities, Incorporated In a three-month period the {i 


ing results were obtained: 


Common Stock Items Sold 
(Par Value $10 Per Share) Color Telephones 

Extension Telephones 

Primary Service Installations 

The Company has issued Warrants, expiring at 4:00 P.M., Central Daylight Time on October 13, (non-users at time of contact) 

1959, to holders of its Common Stock, evidencing rights to subscribe for these shares at the rate of Upgrades 

1 share for each 10 shares held of record at the close of business September 29, 1959. Total First Month’s Rental 

Total Service Connection Charges 

Total Sales Hours 

Revenue Sold Per Hour ....... 

Wage and Expense Cost Per Hour $ 
S 


Subscription Price $29.50 per Share Recurring Annual Rental Revenue $j 


Judging by the first three m 
results, a door-to-door canvass (i 
type can be effective in selling 
The several Underwriters have agreed, subject to certain conditions, to purchase any unsubscribed tional extension telephones it 
shares and, during and after the subscription period, may offer shares of Common Stock as set forth . . 

in the Prospectus. premises of present users and it 

ing primary service to person 

now using our telephones. The 
land Company plans to continue 


Copies of the Prospectus may be obtained in any State in which this a program. 
announcement is circulated from only such of the underwriters, including 
the undersigned, as may lawfully offer these securities in such State. 


VALENTINE CLARI 
CORPORATION 


iia 2516 DOSWELL AVENUE 


ST. PAUL 8, MINNESOTA 


Hornblower & Weeks Dean Witter & Co. W.C.Langley & Co. PENTA penta DURAPC 


WESTERN RED CEDAR 
LODGEPOLE PINE 


« 
PENTAPENTA DURA-A 


a ee DOUGLAS FIR—WESTERN HEMI 
TREATED BY THE THERMAL PROG 





Bache & Co. McDonald & Company The Ohio Company 
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iirements. The 1959 con- 
idget contemplates gross 
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edules and results verify 
‘tion at this annual rate is 
ained. Provisional 1960 
licate that gross property 
proximating $25 million 
ired, 
ide from the capital require- 
that associate with the accom- 
ion of some 22,000 stations to 
Mded in 1959 by reason of in- 
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BB growth, System schedules an- 


te the conversion of 103,400 
ns to dial operation. With 
h trends expected to rise and 
conversion and improvement 
ams expected to stabilize, it is 
n that substantial construction 
ts will be required for the years 
diately ahead. 


United Utilities, Incorporated 


Kansas City, Missouri 
C. A. Scupin, President 


Approximately $10.5 million or 45 
per cent of the 1959 gross construc- 
tion requirement will be derived from 
internal sources. The remaining 55 
per cent will consist of the proceeds 
derived from equity offerings of the 
parent company and first mortgage 
bond sales by subsidiaries. In an at- 
tempt to hold new money require- 
ments at or near the present dollar 
level, System companies have insti- 
tuted procedures, some formal—some 
informal, for balancing revenue re- 
quirements with plant requirements. 
The parent company is lending as- 
sistance to this effort by establishing 
earning level criteria and rate policies, 
directing toll compensation studies, 
reviewing directory advertising and 
sales revenues, and developing more 
comprehensive merchandising pro- 
grams. 

The first step taken to insure 
adequate gross revenues involved a 
thorough study of all rate structures. 
With plant investments per station 
having increased over 40 per cent in 
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the last five years and with the con- 
tinuing rise in construction costs, it 
is necessary that revenue require- 
ments following major construction 
commitments be anticipated sufficient- 
ly in advance to maintain a uniformly 
compensatory rate structure. Several 
companies have secured regulatory 
approval of optional dial rates that 
become effective at the outset of dial 
operation in a given exchange area. 
Other companies have found it neces- 
sary to reprice general exchange 
service in order to obtain sufficient 
revenues. Still others have reviewed 
service connection charges, special 
service tariff filings and rate group- 
ings in an effort to make all classes 
of service self sufficient. More sig- 
nificantly, procedures have been de- 
veloped whereby perpetual rate re- 
view is now a standardized operation. 

The System has found some ex- 
cellent opportunities for meeting 
revenue requirements via the field of 
auxiliary and special services. Vari- 

(Continued on Page 44) 
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Steady population growth within the territories we serve was 
responsible for an increase of 5,500 in the number of telephones 
in service during the first half of 1959. The Southwestern States 
Telephone Company provides modern efficient service to 
nearly 138,000 telephones in certain areas of Texas, Oklahoma, 
Arkansas and Louisiana. Of the total telephones in service, 86 
per cent are dial operated. 


THE SOUTHWESTERN STATES TELEPHONE COMPANY 


300 MONTGOMERY STREET «+ SAN FRANCISCO, CALIFORNIA 











THE TELEPHONE INDUSTRY'S "FORWARD LOOK" 
ous merchandising and promotional 
campaigns are being used throughout 
the System to stimulate sales of ex- 
tensions, colored instruments, con- 
venience systems, private automatic 
branch exchange service, paging, loud- 
speaking and conference services and 
any other service that the customer 
wants sufficiently that he is willing 
to pay a compensatory rate. While 


the exploration of this area has mere- 
ly been started, the additional revenue 
that is being obtained and the income 
margin that is being displayed by aux- 
iliary and special service facilities is 


very encouraging. 


These several specific programs, to- 
gether with other general operations, 
have served to provide significant in- 
in gross operating revenues 


creases 


and net income for the firg 
months of 1959 as compared wi; 
corresponding period of 1958 { 
revenues for the semester we 
from $18,411,787 in 1958 t; sa 
631, in 1959, or 12 per « 
solidated net income av: lable 
common dividends and s irply 
creased by 28.5 per cnt, 
$1,752,637 to $2,251,610. 


West Coast Telephone Company 


Everett, Washington 


L. Gray Beck, Vice President & General Manager 


N recent years, there has been con- 
I siderable emphasis and propagan- 
da about the “forward luok.” Cer- 
tainly if there ever were an area in 
operations that requires the “forward 
look,” the matter of revenue require- 
ments is that area. The need for ad- 
ditional revenue obviously comes 
about by the product of our current 
inflationary and growth times wherein 
our expenses increase faster than our 
revenues and depress our rate of 
return. 

In our aim toward keeping expenses 
as low as possible, consistent with rea- 


Revenue Requirements 


sonable service to our customers, it is 
necessary to examine the two critical 
these are 
(1) employees, and (2) capital in- 


“producers” of expenses 


vestment. 


With regard to employees, it is not 
only the continued increasing cost of 
salaries and wages, but the added costs 
of vehicles, office space, administra- 
tion, taxes and fringe benefits that re- 
quire steps to insure maximum pro- 
duction per man hour. To maintain 
we 
must be sure of proper selection, 
training and supervision. As a part 


the top value of each employee, 





ook WWOAIGS, 
oN Ie DIGGERS 


Fastest, Strongest, Safest 
most economical! 


¢, 


Time-and-money-saving features 
of Jaques All-Hydraulic Hole Dig- 
gers took 29 years to develop. 
Rugged, versatile Jaques TJ-254 
mounts on standard trucks, drills 
holes up to 48” diameter, to 25’ 
depth, in hardest soil or rock — 


So FASTER, CHEAPER, EASIER than 


FREE. 


| TEXOMA ENTERPRISES, INC. 
HIGHWAY 75 North, SHERMAN, TEXAS 


[) Send me FREE detailed {iterature. 
[] Have representative call. No Obligation. 


NAME__ 





TITLE 
| ADDRESS. 
| CITY. 
| STATE 
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El competitive machines! Fewer mov- 
ing parts insures minimum down- 
time, maintenance, operating 
costs. Shock-resistant device re- 
lieves strain in rock digging. Simple 
| to operate with only 3 primary 
adjustments. FREE DEMONSTRA- 
7 TION WILL PROVE THESE CLAIMS!! 


Texoma 


ENTERPRISES, INC. 


HIGHWAY 75 NORTH « SHERMAN, TEXAS 
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The second critical “produce 
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these postwar years we have obs 
an accelerated demand for indiv 
line residence service. This indi 
a greater value to the custome 
such service, and as a consequen 
have increased the spread of our 
between four-party and _ one- 
services. Also, we have increase 
spread between business and resif 
services. As is the case in other 
nesses, we attempt to get a maxi 
return on the luxury or de luxe! 
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Good “forward look” plannin 
quires a look into the third, i 
and fifth years ahead, bu! an abs 
must is the “twelve-months ¢ 
plan.” The three main clement 
revenues, construction aiid expe 
With these elements ca:efully 
mated on a monthly basi: 
developed into a twelve-n : 
analysis, you are then 1 
to estimate in advance 
id any additional revel't 
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THE TELEPHONE INDUSTRY'S ''FORWARD LOOK" 


Winter Park Telephone Company 


h situation such as we 
iencing here in Central 
ire confronted with three 
‘ms: (1) adequate earn- 
ning people to do the job 
(3) planning facilities. 

earnings are being 
ugh high exchange rates, 
icome from toll charges 
y controlling expenses. 
ive made our common 
red stock and bonds at- 


‘investors and maintained 


edit. Such are essential 


ice requirements make it 
, double our plant invest- 


five years. 


g people is not an easily 


lem. We try to instill in 
a desire for greater knowl- 
ien extend to them every 
ans to acquire that knowl- 
hereby learn how to do a 


in company time alone we 


utilized an average of 48 hours 


st twelve months, with several 





Winter Park, Florida 
J. K. Gattoway, President 


times that average used by each em- 
ployee on his own time. 

We have determined, as accurately 
as possible, the areas where facilities 
will be needed and have provided 
those facilities as fast as income from 
that investment will pay the carrying 
charges. Of necessity, a calculated lag 
in income exists in the installation of 
certain central office facilities and 
main feeder cables, but the mainte- 
nance of a high line fill and high cable 
usage tends to offset such exceptions. 

As our population doubles every 
five years each of these major prob- 
lems, earnings, training and facility 
planning, assumes greater importance 
in the success of our operation. 


New Building Planned for 
Bell Telephone Lab. at 
Holmdel, N. J. 


GROUND was broken recently for 
a new Bell Telephone Laboratories 
building, which will provide more 
work space through the use of func- 


tional architecture and new design fea- 
tures. The new center will provide ad- 
ditional space for development of new 
and improved communication facili- 
ties. 

Construction of the laboratory is 
expected to cost about $20,000,000. 
Initial occupancy for about 1,500 em- 
ployees will start late in 1961. The 
plan provides for ultimate expansion 
to about 4,500 persons. 

(Continued on Page 46) 





JEFFERSON CITY, MISSOURI 























This announcement is not an offer to sell or a solicitation of an offer to buy these securities. 


The offering is made only by the Prospectus. 


$15,000,000 


Boston Edison Company 
First Mortgage Bonds, Series G, 544% Due 1989 


Due October 1, 1989 


| 
i 
| 
| 
| 
| 
| 


Dated October 1, 1959 





Price 101.21% and accrued interest 


The Prospectus may be obtained in any State in which this announcement is circulated from only such 
of the undersigned and other dealers as may lawfully offer these securities in such State, 


HALSEY, STUART & CO. Inc. 

EQUITABLE SECURITIES CORPORATION LADENBURG, THALMANN & CO. 
SHIELDS & COMPANY 
WEEDEN & CO. WILLIAM BLAIR & COMPANY 
FIRST OF MICHIGAN CORPORATION GREGORY & SONS 
AUCHINCLOSS, PARKER & REDPATH 

MACKALL & COE SCHWABACHER & CO. 
CLAYTON SECURITIES CORPORATION 

PATTERSON, COPELAND & KENDALL, INC. 


WALTER STOKES & CO. 


BAXTER & COMPANY 
BURNHAM AND COMPANY 

WM. E. POLLOCK & CO., INC. 
STERN BROTHERS & CoO. 
THOMAS & COMPANY 

JOHN B. JOYCE AND COMPANY 


PENINGTON, COLKET & CO. 
October 1, 1959 
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THE TELEPHONE INDUSTRY'S "FORWARD LOOK" 


Pushbutton Phone May 
Replace Rotary Dial 


A PUSHBUTTON telephone device 
that may eventually replace the rotary 
dial as the link between people and 
the telephone switching machine is 
being developed at Bell Telephone 
Laboratories. 

Pushbutton calling has been made 
feasible by modern electronic ad- 
vances, such as the transistor, applied 
in an extensive development program. 
Engineers have designed complex 
equipment to adapt central office 





Commonwealth 
TELEPHONE CO. 
OF 


OHIO GROWING 


WITH 














switching to pushbutton signals. At 
the same time, the appearance and op- 
eration of the pushbutton telephone 
have, in so far as possible, been 
tailored to suit people’s preferences 
and capabilities, as revealed in labora- 
tory tests. 

To place a call on a pushbutton 
phone, the user simply presses buttons 
instead of turning a fingerwheel. As 
each button is pressed, two simultane- 
ous musical tones are generated and 
transmitted to the central office. The 
tones, which can be heard on the re- 
ceiver, are similar to those now heard 
in some localities when long-distance 
calls are made. 

This is, in effect, a new language, 
different from the language the dial 
uses in directing calls through the 
switching system to their destinations. 

The present switching 
which, nationwide, comprises the 
world’s largest computer—does not 
yet understand this new language, An 
array of mechanical-electronic equip- 
ment, appropriately called a “transla- 
tor,” has been developed for the pur- 
pose of adapting existing central of- 
fices. 


system— 


© Nothing Beats It For 
. Fast, Low Cost Digging 


Here’s a front and 
rear view of the more 
powerful, compact 4T 
Vermeer Pow - R - 
Ditcher in action. If 





you are looking for 
a low cost, rugged, 
time - saving ditcher, 
take a look at the 4T 
before you buy. 


Pannen Model , AT ‘ 
POW-R-DITCHER 


This rugged, self - propelled Pow - 
wide, 6’ high and 


Ditcher is only 48” 


R- 


13° long and can be transported in a 


pickup truck. A “midget” 


ditcher that 


is ideal for laying gas, water and nar- 


row service lines. 
maneuverable — digs 6” 
and down to 4142’ deep. 


The 4T is highly 
to 14” wide 


WRITE FOR COMPLETE INFORMATION, LITERATURE AND 
LOW PRICES ON THE COMPLETE POW-R-DITCHER LINE. 


A AB Sen ails GH OE ‘i 
ERMEER MANUFACTURING CO. 
1453 W. WASHINGTON @ PELLA, IOWA 


Simultaneously, research had’ 
undertaken to discov er which k 
pushbutton set people woul 
most and could use most r pid| 
accurately, 

The selected arrangement , 
buttons—one for each digi:—e 
of three horizontal rows of three 
plus the zero or “‘operater”’ but 
the bottom. 

A pushbutton mechanisi>) has 
efficiently designed to fit in the 
shell that now houses th: sta 
instrument, simply replac ng 4 
tary dial. 

According to the 
the average time for tap;ing 
seven-digit number is about fiyg 
onds. Rotary dialing, by co: trast, 
an average of nine seconds. 

The time taken for a pushh 
call to go through after the nq 
has been signaled would depe 
the type of switching system us 
the locality. Where crossbar sq 
ing has been installed the time) 
be proportionately reduced. \ 
step-by-step switching sysiems 
ate, the number would be store 
mentarily in memory unit in the 
tral office and the call woul 
through at slightly better than 1 
dialing speed. 

Information on the potential 
eral acceptance of a pushbutton 
phone is being measured in ct 
customer tests with pushbutton 
temporarily placed in the offices 
homes of 200 persons in Hat 
Conn., and 200 more in Eligin 
Translating equipment has bee 
stalled in the central telephone 
of the two cities. 
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Utility Labels’ Late Paym@a'cn' 


To Maintain Customer Goo 


Earning customer good will is agi: 


portant matter for utilities and 
firms dealing with the public. 0 
times, they go beyond the call of 
to maintatin this intangille asset 

A case in point is the method us 
the Chesapeake and Poiomac } 
phone Company to placat« late-p4 
customers who might ot! erwise 
plain that they had “‘alrexdy pa 
bill.” 

Frequently, when a cl :ent pay 
bill at the last minute vi. < 
store, the phone compan\ 
ceive the payment until 
new Dill is to be mailed. Usual 
is too late to rerun the st: temetl 
Chesapeake and Potomac circuttl 
probable complaints by apply! 
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- pressure sensitive credit label 
bill. 

eloped for the utility by the 
- Label Company of Monrovia, 
nia, the label lists the telephone 
or alt amount of payment. By | 
ff geotle reminder, it notes that | 
pyme:t was received after the bill 
en prepared, and asks that the | 
nt be deducted from the total. 





Bephcne Terminal to Outer 
hace Under Construction 


By Bell Lab 
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by way of man-made satellites 
ing shape on a hilltop in Holm- 
‘ew Jersey. 
e station, under construction by 
Telephone Laboratories on 
ford Hill, could point the way 
etwork of terminals for sending 
-calls and live television to dis- 
arts of the world. These stations 
“bounce” radio signals off 
s of “sky-mirror”’ satellites. 
e station will include control 
ings and two large antennas for 
wunication experiments with ob- 
in outer space. One of the uses 
installation will be to take part 
mmunication projects sponsored 
1 National Aeronautics and 
» Administration. 
eof the projects at Holmdel will 
he quality of radio signals trans- 
‘tween stations on opposite 
he United States by means 
ions from a satellite. 
though single telephone channels 
be uscd in the experiment, the 
ive is to determine whether 
‘s “broadband signals” (the 
of about 900 telephone 
could also be transmitted. 
idband signals cannot now 
over present submarine 
cannot be transmitted di- 
dio between widely sepa- 
s because the signals are 
the earth’s curvature, 
owave radio signals to be 
experiment will be ana- 
btain information about 
n effects. The data also 
‘ied to discover the reflec- 
teristics of satellites in 


he mi 
in t 
| to 


char 


€ satu :lite experiments probably 
€ preceded by test transmissions 
gnals using the moon as the re- 
r, The signals will be received 
ransmitted between NASA’s Jet 
bulsion Laboratory tracking sta- 
t Goldstone, California, and Bell 
pratories, some 2300 miles apart. 


PUREGAS 
ON GUARD... 


slike a sentry 
at every post 
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Visit PUREGAS display 
Room 521, Conrad Hilton Hotel 
Chicago, Illinois 


or miles around in any direction, you can ‘call’ on 
PUREGAS. Dry air cable pressurizing by 
PUREGAS helps guard against subscriber service 
interruption and rising maintenance costs. PUREGAS 
installations protect capital investments while guarding profits. 
The PUREGAS Model 5000 Air Dryer (illustrated) is a self- 
contained unit, taking up less than 6 square feet of floor space 
and weighing only 950 pounds (approx.), yet it delivers up to 
7000 cubic feet of dry air in a day. 
Above or below ground, remember dry conductors 
serve better and dry cables last longer. Service goes 
up and maintenance costs go down when PUREGAS goes 
to work guarding all along the line. 


New technical bulletin ready on “Why cables 
should be pressurized’’—ask for your copy today. 


PUREGAS...pioneers in DRY AIR pressurization. 
PUREGAS EQUIPMENT CORP. 


578 OAK STREET 
fore} 17 -Ven © i —m Geen ee ee fe 











Twofold Benefits From The 


Analysts Journa 


7, its timely articles by the nations leading security analysts 
and economists keep you informed as to methods and 
trends in the security markets. You will be better able to 
present your company in its most favorable light if you 
know the trend of financial thinking as expressed in the 
official publication of the Security Analysts. 


Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effec- 
tive way to contact this influential group of investment 
specialists than to advertise in their own quarterly Journal. 


To Keep Abreast of Investment Markets 
READ THE ANALYSTS JOURNAL 


To Keep Investment Markets Abreast of Your Company 
ADVERTISE IN THE ANALYSTS JOURNAL 





PUBLISHED FIVE TIMES A YEAR BY THE NATIONAL FEDERATION OF FINANCIAL ANALYSTS SOCIETIES 





THE ANALYSTS JOURNAL 
82 Beaver Street, Room 1512-14 
New York 5, N. Y. 


Gentlemen: 
O Please enter my subscription for one year at the subscription rate 


of $5.00—United States; $5.50—Canada. 


0 Please send me your advertising brochure. 





























PROCEEDINGS 
1958 CONVENTION 


AT PHOENIX, ARIZONA 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 





THIS edition contains valuable material on the 
subject of regulation of rates and services of 
public utilities and transportation companies 
including the following: 


Rates of Public Utilities and Transportation Agencies, Depreciation, Valuation, Railroad 
Passenger Deficit and Regulation of Public Utilities, Panel discussions on the subjects 
of "The Memphis Decision and Its Effect on Gas Distribution Companies", "The Case 
for Repeal of the Excise Taxes on Transportation and Communications", and "The 
Treatment of Accelerated Depreciation for Rate Making Purposes." 


Price $10.00—Approximately 550 Pages 





OTHER PUBLICATIONS OF THE ASSOCIATION 


1957—Uniform System of Accounts for Water Utilities 
For the purpose of applying the 1957 Revised System of Accounts for Water Utilities 
prescribed by State Commissions the new editions have been printed in three (3) 
volumes: 


Class A & B — 128 pages 
Accounts for utilities having annual water operating revenues of $250,000 or more .... 


Class C — 100 pages 
Accounts for utilities having annual water operating revenues of $50,000 or more and 
less than $250,000 


Class D — 64 pages 
Accounts for utilities having annual water operating revenues of less than $50,000 ... 
NOTE: 1958 Revised Uniform System of Accounts for Electric and Gas Utilities are in the process 
of being printed and will be available about May 1, 1959. 
1958—Regulations Governing the Preservation of Records of Electric, Gas 
sannanens and Water Utilities 
Local Service Telephone Rates (Revised 1957) 
An excellent compilation of rates prepared by NARUC Subcommittee on "exchange rates" 
for all exchanges of Bell System, the rates of cities of 50,000 population or more for Bell and 
Independent exchanges, and tabulation of above exchanges which had ten cent coin tele- 
phone rate in effect June 30, 1957 


Local Service Telephone Rates—Set of revised pages only for 1958. 75 loose leaf pages 


Telephone Separations Manual (Revised 1957) 
Includes the 1952 addendum, the so-called Charleston Plan and the 1956 addendum, the 
so-called Phoenix Plan changes 


Depreciation: 

1943—1944 Reports of Committee on Depreciation. A comprehensive and complete analysis 
of the problems of depreciation on public utility regulation. 326 pages, paper bound 

1946—Methods of Pricing Retirements from Group Property Accounts 

1948—Letter Symbols for Mathematics of Depreciation 

1948—Half Cycle Methods of Estimating Service Life 

1955—Report of Committee on Depreciation (Discussion of Liberalized Depreciation under 
Internal Revenue Code of 1954) 

1956—Report of Committee on Depreciation (Depreciation Rates for Electric Utilities) .... 

1958—Report of Committee on Depreciation (Cost of Removal and Gross Salvage related to 
Book Cost Retired for Electric, Gas and Telephone Companies) 


(When remittance accompanies order, we pay forwarding charges) 


NATIONAL ASSOCIATION OF RAILROAD AND 


UTILITIES COMMISSIONERS 
P. O. BOX 684 WASHINGTON 4, D. C. 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








63 years of leadership in property valuation 
The AMERICAN APPRAISAL Company 


Home Office: Milwaukee 1, Wisconsin 
Offices in 18 cities coast-to-coast 














CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
1500 MEADOW LAKE PARKWAY, KANSAS CITY 14, MISSOURI (SINCE 1915) 














BONI, WATKINS, JASON & CO., INC. 
Economic & Management Consultants 


37 Wall Street 919 Eighteenth St., N.W. 
New York 5, N. Y. Washington 6, D. C. 


Rate Cases Management and Market Studies Rate of Return Analysis 
Cost of Service Determination Economic and Financial Reports 














SERVICES INC. Management and Business Consultants 
300 Park Ave., New York 22, N. Y., MUrray Hill 8-1800 


Common wealth 1 Main St., Houston 2, Texas, CApital 2-9171 
1612 K St., N.W., Washington 6, D. C., STerling 3-3363 


ASSOCIATES INC. Consulting and Design Engineers 


Commonwealth Building, Jackson, Mich., STate 4-6111 














DAY & ZIMMERMANN. INC. 


ENGINEERS & CONSTRUCTORS 
NEW YORK PHILADELPHIA CHICAGO 


Design — Electric Line Construction — Management — Reports and Valuations 











Mention the FortNIGHTLY—I/t identifies your inquiry 
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- Design 

- Engineering 

- Construction 
DRAKE & TOWNSEND 


Incorporated 


11 WEST 42ND STREET, NEW YORK 36, N. Y. 


LP-gas 
peak shaving 
EMPIRE GAS and stand-by 
plants for 
ENGINEERING CO. ; caaoaiies 
P.O. Box 1738. : + industry 
+ design 


Atlanta 1. Georgia + construction 





Ford, Bacon & Davis 


VALUATION CONSTRUCTION 
sven” JEngineers oot ese: 


NEW YORK @ MONROE, LA. © CHICAGO @ SAN FRANCISCO 














FOSTER ASSOCIATES, INC. 


Rate Cases @ Cost of Service and Other Regulatory Methods 
Rate of Return Analyses @ Rate Design 
Natural Gas Field Price Problems @ Economic and Financial Reports 


1523 L STREET, N.W. 326 MAYO BUILDING 
WASHINGTON 5, D. C. TULSA 3, OKLAHOMA 














Francisco & JAcoBus 


ENGINEER & ARCHITECT 


Specializing in the location and design of 
Customers Service Centers and Operating Headquarters 


New YorK WESTBURY CLEVELAND TUCSON 














GIBBS & HILL, inc. 


Consulting Engineers 


DESIGNERS ¢ CONSTRUCTORS 
Los Angeles NEW YORK Tampa 
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PROFESSIONAL DIRECTORY 


(continued) 


GILBERT ASSOCIATES, INC. 
GA ENGINEERS and CONSULTANTS 
525 LANCASTER AVE. 
READING, PA. 


WASHINGTON ¢ NEW YORK 








FOUNDED 1906 














W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 


55 Liberty Street New York 5, N. Y. 














Harza Engineering Company 
Consulting Engineers 


Calvin V. Davis Richard D. Harza E. Montford Fucik 


REPORTS — DESIGN — SUPERVISION 
HYDROELECTRIC PLANTS AND DAMS — TRANSMISSION LINES — FLOOD CONTROL — 
IRRIGATION — RIVER BASIN DEVELOPMENT 


400 West Madison Street Chicago 6, Illinois 














HOOSIER ENGINEERING COMPANY 


Erection and Maintenance of 
Electrical Transmission and Distribution Lines 


1350 HOLLY AVENUE e COLUMBUS, OHIO 














JENSEN, BOWEN & FARRELL 


ENGINEERS 


APPRAISALS — DEPRECIATION STUDIES — PROPERTY RECORDS 
COST TRENDS — SPECIAL STUDIES — REPORTS 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
Michigan Thectre Building Ann Arbor, Michigan NOrmandy 8-7778 








De fu ljian lopovalion 
ENGINEERS © CONSTRUCT SO 2 
POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION MANAGEMENT 
SURVEYS e INVESTIGATIONS ¢ REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 


Mention the FortNIGHTLY—I?t identifies your inquiry 
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William S. Leffler, Engineers Associated 
Utility Management Consultants for past 35 years Specializing in 
GAS CLASS COST ANALYSES for Developing CLASS RATES REGULATORY 
pp OF RETURN and UNIT COSTS for use in MUNICHOL 
TELEPHONE RATE CASES AND MODERNIZATION of Rate Structures PROBLEMS 
Send for brochure: “The Value of Cost Analysis to Management” 
17 BAYWATER DRIVE DARIEN, CONN. 














MANAGEMENT SERVICES FOR THE TRANSIT INDUSTRY 


e complete management 
NATIONAL CITY b 
_\tees|_ e consultation 
[MANAGEMENT| e special investigations 
NATIONAL CITY MANAGEMENT COMPANY 
Prudential Plaza — Suite 3500 ° Chicago 1, Illinois e MOhowk 4-6500 














Pioneer Service & Engineering Co. 


CONSULTING, DESIGNING AND : s SPECIALISTS IN 
OPERATING ENGINEERS ACCOUNTING, FINANCING, RATES, 
PURCHASING . 7) INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 





231 SOUTH LA SALLE STREET 











SANDERSON & PORTER 


CONSTRUCTION ° REPORTS & 
SURVEYS 


NEW YORK NEW YORK 











Tee 


SARGENT & LUNDY 
ENGINEERS 


Consultants to the Power Industry 
@ STUDIES @ DESIGN @ SUPERVISION 
140 South Dearborn Street, Chicago 3, Ill. 


LUTTE 


THEE 


(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY 


(continued) 





STANDARD RESEARCH CONSULTANTS, INC. 


Rate of Return © Valuations © Capital Costs 
Customer Surveys © Depreciation Studies 
Regional Economic Studies © Property Records 


345 Hudson St. Watkins 4-6400 New York 14, N. Y. 











NEW YORK 
BOSTON 
CHICAGO 
PITTSBURGH 


STONEs WEBSTER 


ENGINEERING CORPORATION 


DESIGN * CONSTRUCTION - REPORTS - APPRAISALS 
EXAMINATIONS + CONSULTING ENGINEERING 


HOUSTON 

SAN FRANCISCO 
LOS ANGELES 
SEATTLE 
TORONTO 





The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—A ppraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 














CJ + 
Whitman, Requardt and Associates 
Publishers of the HANDY-WHITMAN INDEX 

DESIGN—SUPERVISION OF PUBLIC UTILITY CONSTRUCTION COSTS, 
now in its 35th year and a companion publication the 

REPORTS—VALUATIONS HANDY-WHITMAN INDEX OF WATER UTILITY 

CONSTRUCTION COSTS 

1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 

















EARL L. CARTER 


Consulting Engineer 


4) ° 
aes ail REGISTERED IN INDIANA, NEW YORK, OHIO, 
Lop PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


Topographic and Planimetric Maps Public Utility Valuations, Reports and 
an So & or for all Original Cost tudies 

mornserinNg Worn. 910 Electric Buildin nds ols. ; 

Abrams Bldg. Lansing, Mich. od Indianapolis, Ind. 


























BURNS & McDONNELL ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 


Engineers-Architects-Consultants for the GAS INDUSTRY 
feo Bao Gl iol. a me) 


GAS anpb SERVICE CO. 
327 So. LaSalle St., Chicago 4, UL . 


4600 E. 63rd St. Trafficway 
Kansas City 41, Missouri 
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GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 


Investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—Insurance Surveys 


HARRISBURG, PENNSYLVANIA 











MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 























INTERNUCLEAR COMPANY 


Nuclear consultants, engineers, and 
designers 
Economics of Nuclear Power, Reactor 
Analysis and Design, Shielding, 
Special Applications 


Clayton 5 


Missouri 








PITTSBURGH TESTING 
LABORATORY 
Radiography—Soils—Mechanics 
Testing—Inspection—Analysis 
Main Office, Pittsburgh, Pa. 

32 Laboratories in Principal Cities 














Jackson & Moreland, Inc. 
Jackson & Moreland International, Inc. 
E gi s and C Itants 
BLECTRICAL—MECHANICAL—STRUCTURAL 
DESIGN AND SUPERVISION OF CONSTRUCTION 





FOR 
UTILTY, INDUSTRIAL AND ATOMIC PROJECTS 
SURVEYS—APPRAISALS—REPORTS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 
BOSTON — WASHINGTON — NEW YORK 











A. S. SCHULMAN ELEctric Co. 


Electrical Contracting Engineers 
founded 1890 
PowER STATION—INDUSTRIAL— 
COM MERCIAL—TRANSMISSION LINES— 
DISTRIBUTION 


2416 S. MICHIGAN AVE., CHICAGO. ILL. 
Los les 

















PETER F. LOFTUS CORPORATION 


Design and C Iting Eng s 
Electrical * Mechanical * Structural 
Civil * Nuclear ¢ Architectural 


FIRST NATIONAL BANK BUILDING 
Pittsburgh 22, Pennsylvania 





S, P 
Meisueo 








The R.W. STAFFORD CO. 
GAS CONSULTANTS — ENGINEERS 
CONSTRUCTORS 
Natural Gas Conversions 
Plant Management & Operations 
Accident & Insurance Investigations 
Peak Shaving & Standby Plants 
EVANSTON, ILLINOIS 
2944 Grant St, Phone UNiversity 4-6190 

















LUTZ & MAY COMPANY 


Consulting Hngineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGNS—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 








SVERDRUP & PARCEL 


Engi s&C tant 





Design, Construction Supervision 

Steam and Hydro Power Plants 

Power Systems—Industrial Plants 
Studies—Reports 


St. Louis ° San Francisco . Washingtos 











Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 
ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
332 Pennsylvania Building 
Washington 4, D. C. 








A, W. WILLIAMS INSPECTION CO,, INC, 


Specialized Inspection Service 
Poles, Crossarms, Lumber, Piles, Crossties 
Preservative Treatment and Preservative Analysis 
208 Virginia St., Mobile, Ala. 
St. Louis 





New York Pertiand 
inspectors stationed throughout the U.S.A. 
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ence. Their products and services cover a wide range of utility needs. 


Abrams Aerial Survey Corporation 
*Allen & Company .... 
Allied Chemical Corporation- Plastics & Coal 
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*Allis-Chalmers Manufacturing Company 
American Appraisal Company, The 
Analysts Journal, The 
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Black & Veatch, Consulting enctaeiel 
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Burns & McDonnell, Engineers 
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Sanderson & Porter, Engineers 
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*Smith Barney & Company .. Poe 
Southwestern States Telephone Company, The ... 
Stafford, R. W., Company, The Consultants ..... 
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*Studebaker-Packard Corporation 
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Thornhill Publishing Company 


U 
United Utilities, Inc. 

v 
Valentine Clark Corporation 
Vermeer Manufacturing Co. 


Ww 
West Coast Telephone Company ............... 
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i wish 've had more time 
pnd pe sonnel to prepare 
for his rate case! 


Your staff is overloaded now. 
Call in the specialists and 
let them carry the peak load. 
HOW ABOUT PIONEER? 


COPS 












































G VE YOUR NON-ROUTINE 
O* ERATIONS TO PIONEER! 


Design and Consulting 
Engineering Services 
Pioneer has specialized in 
designing power plants for 
57 years. It offers design 
service for fossil fuel, hydro 
and atomic plants. It will also 
assist in forecasting load 
growth, in site selection, in 
purchasing and expediting 
of equipment and in su- 
pervising construction. 
Pioneer's other services in- 
clude substation, transmis- 
sion and distribution studies 

and design. 


Services in Regulatory 
Matters 
Pioneer offers its services 
in all phases of Federal, 
State and Local regulation 
including the rate base, 
depreciation analysis; cost 
of service studies, market 
analysis, certificate pro- 
ceedings and rate of return. 


Corporate Services 
Pioneer's services in corpo- 
rate matters include business 
and management engineer- 
ing advice, financial, ac- 
countingand tax counsel and 
insurance and pension plans 
and programming. It oper- 
ates a stock transfer and 
dividend disbursement serv- 
ice and maintains stock 
ledgers when desired. 


NEW! 
On your letterhead, 
write for 40-page 
booklet, ‘‘Pioneering 
New Horizons in 
Power.”’ Describes, 
illustrates Pioneer’s 
“| engineering services, 
) and corporate serv: 
ices, from financing to 
operation. 


Pioneer Service 
& Engineering Co. 


231 South La Salle Street 
Chicago 4, Illinois 





General Electric’s 


J. W. Seaman. Gene 


Power Transformer Department. 


ansivers some questions on 


¢ New concepts in the 
power transformer business 
¢ Benefits for utilities 


Q. Mr. Seaman, what is General Elec- 


A. 


tric doing to make progress in power 
transformers pay off for utilities? 


Quite a bit. Right now we are an- 
nouncing an important extension of 
transtormet 
outstand- 


our Preferred 
line that will bring many 
ing benefits to electric utilities. 


Design 


What are the major features of this 
new G-E PD Transformer Program? 


Actually. they begin with a new way 
of doing business ... and a new ap- 
proach to developing and producing 
power transformers. Let me explain. 


For some yvears now. our. greatest 
challenge has been to find a solution 
to the seemingly always-rising labor 
and material costs. A 
tion to this problem was effected in 
1957 
formers 
705 computer. we 
attempt to 
formities into units 
mva and 138 kv. 
techniques of 


partial solu- 


when Preferred Design trans- 


were introduced. Using a 


made an embryo 


introduce product uni- 
rated up to 50 


With this 


mechanization. 


start. 
more 
sub-assembly work. and repetitive 
operations were utilized. 

Now. we go a step further. Inflation- 
ary trends. still with us. dictated the 
need for further efforts—a new busi- 


ness approach. 


How would you explain General 
Electric’s new business approach on 
power transformers? 

Simply this. General Electric has ex- 
tensive engineering and manufactur- 
ing skill. However. because of the 
tradition of making custom-built or 
individually tailored transformers. 
our major have 
been limited to engineering accom- 
plishments. Our new goal was to de- 


advances largely 


velop a concept whereby our latent 
manufacturing abilities could be ap- 
plied to power transformers. 

To do this. we have extended our 
Preferred Design program to include 
units rated as high as 250.000 kva 


and 230 kv. We 


three styles of.transformers for the 


have developed 


three major application areas. i.e. 
large substation. transmission-tie and 
generator step-up units. 

The 
and 
truly utility-preferred because of our 
product planning — efforts 
what the industry 
uniformities in 


mechanical features 


each 


uniform 
accessories for tvpe are 
extensive 
to determine 
wanted. With 
our products. we are able for the 
first time to apply G.E.’s full manu- 
facturing knowledge to power trans- 
formers. And. 
puter. we are 


these 


because of our com- 
still able to offer com- 
flexibility to 


requirements 


plete electrical design 
best meet 
within each application area, 


specific 


How about those utility benefits? 
G-E 
benefit: because our new 
to. and does 1) combat the inflation- 
and improve 
purchasing power. 2) reflect 
tomer-preferred features and 
3) simplify our product. 


will 
concept has 


power transformer users 


ary trend protect or 
cus- 
prac- 


tices. and 


Can you give some examples of that 
‘product simplification’’? 


Obviously. the uniform) mechanical 
features and accessories are one ex- 
ample. Another is that 
built different tanks. depending upon 
method required. We have 
now relegated cooling to its proper 


for vears we 
me 
cooing 


place as an accessory where it does 
not interfere with our basic attempt 
to get optimum transformation. Cool- 
ing packages are now always placed 
at the end of the new tank which is 
suitable for all types of coolers. It 
isn’t until the cooling equipment is 
to be attached that our assembly 
people must know which cooling 
method is specified. 

The advantages of building essen- 
tially one type of tank are. I believe. 
readily apparent. 


Q. 
A. 


A. 


What are the “‘pay-offs’’? 

In the short range. operat ig peg 
will see many new and Jb. ter ite 
in power transformers. su. 1 as @ 
in uprating. better cool s, eas 
installation. 40 percent fa ter dé 
eries. and others. Utility e gineer 
people will be aided be ause q 
PD program permits val: ible d 
on large units to be pul: ished | 
estimating and planning purpos 
And. we can also supply. with 
propositions. drawings that are ¢ 
proved for construction — purpose 
final planning or substation desig 
can begin immediately after an on 
is placed for a G-E unit. 

Purchasing people will. | am sf 
appreciate the addition of m 
features which formerly had to 
specified. Now standard. these ¢ 
dollars and some detailing work. I 
our progress to date in the areas ji 
described permits us to realign 
published which. averagi 
the few increases with the man 
creases, will mean an over 5% do 
ward adjustment for the entire li 
To utility management people | 
ticularly. we further state that t 
program should permit us to m 
effective manufacturing 
If the utility industry then provi 
volume support and if inflation ef 
tinues at the current rate. net D 
lished prices which haven't been! 
creased since mid-1957 shold rem 
near their present levels for at le 


prices 


‘Conon 


the next several years. 

This sounds like every vu. ility 

connected with the purchc;e of | 
of power transformers co:'ld pro 
ably explore these advant: ges. H 
about further information: 

Our General Electric S: ies £ 
neers have full informat on. Th 
or the local G-E Appar tus & 
Offices. should be contact J. 30 


More Power to America 


GENERAL @@ ELECTRI? 





